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Fast forward into the capital markets for Korea. 


The phenomenal success of the Lucky-Goldstar many other expanding industries. 
Group has, paradoxically, nothing to do with luck. As a result, theyve become one of the largest 
From the beginning, nearly forty years ago, they've companies in the world, with their gross revenue making 
always been among the first in their field to spot a significant contribution to Korean GNP and exports. 
lucrative growth areas. They'd never have got there without the help of a 
Today, they are developing laser-disc global bank. 
technology, semiconductors, engineering plastics and And there are many reasons why they chose Chas 
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They know that, wherever in the world they return on their overseas revenues. They use our investment : 
require commercial or investment banking services, only banking capability in corporate finance, floating rate notes, 
one bank has the strength, size and global network to and interest rate swaps — 2 recent swaps alone were to the 
deliver the best solution quickly, without bureaucracy. tune of USS19 million. 
and with perfect co-ordination. Its a great partnership. And the moral of the story is e 

Our 24-hour trading in the world's foreign a bit like the molecules in a laser beam. 
exchanges gives all their companies the highest possible Stick together and youll go a long way. 
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The normal diplomatic 


cal intrigues on both sides of the 
Himalayas. 
So far, India and China have held 


seven rounds of official-level talks, al- 
ternatively in New Delhi and Peking, to 
solve the so-called Sino-Indian border 
dispute. However, there has been no 
breakthrough. 
briefings to the press that the “talks 
were fruitful/satisfactory" and that 
"both sides have agreed to continue the 


dialogue” are now being taken for 
granted by observers of Sino-Indian re- 
lations. 

Of late, however, many eminent In- 


dians and opinion-makers have openly 
come out to speak their minds on the 
futility of such talks without the inclu- 
sion of the representatives of the Dalai 
Lama and taking into consideration the 
aspirations of the 6 million Tibetan peo- 
ple. The Tibetans on their part have 
warned that the talks would be declared 
"illegal, null and void" without the pro- 
per inclusion of Tibet. 

But despite many disappointments, 


one wonders why India is so accom- 
modating to China. The recent intru- 


sion of Chinese personnel into the Sum- 
dorong Chu Valley area of the Indian 
state of Arunachal Pradesh is not an iso- 
lated incident. Such intrusions have 
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Going East. Staying Westin. 





Perak Gerakan treasurer, he was never 
the Perak party chief. Our national pre- 
sident Datuk Lim Keng Yaik has been 
the Perak party chief since 1974. 

Khoo Swee Koon 


Acting Chief Executive Secretary 
Kuala Lumpur Gerakan 


Over the line 


By not accepting the validity of the 
Indo-Tibetan boundary or the McMa- 
hon Line [4 Sept.], China must realise 
that it is violating the basic rules and 
norms of the international treaties. The 
McMahon Line, which ts the interna- 


tional boundary between India and 
Tibet, was legally signed by the 


plenipotentiaries of independent Tibet 
and British India who met on an equal 
footing during the tripartite Simla Con- 
vention of 1914. 

It may be recalled that prior to the 
Chinese occupation of Tibet in 1959, 
there were no “troubled frontiers” as 
such between India and Tibet. Tension, 
resulting in the 1962 war between India 
and China, started only after Tibet was 
deprived of its rightful independence by 
the Chinese communist forces. Since 
then an atmosphere of peace has given 
way to clouds of uncertainty and politi- 


A quiet corner. A welcome break. 

Serenity in the midst of a busy schedule. 
Westin’s Tokyo Prince Hotel. Where everything from 
small business meetings to large-scale conventions 
are handled with amazing ease. 


and the political backlash of 





Political factors 


Your COVER STORY on Japanese in- 
vestment in Asia [4 Sept.] neglected to 
assess the political implications of the 
new wave of Japanese capital flows. Al- 
though politics in Western Europe and 
the US were noted, political concerns 
with Japan also have a long tradition in 
South Korea, Taiwan and Asean coun- 
tries. The experience of the Japanese 
textiles industry in South Korea and 
Taiwan, 
anti-Japanese sentiment in East and 
Southeast Asia during the early 1970s 
suggest that valuable lessons should not 
be forgotten in the midst of investment 


euphoria. H. Richard Friman 
Milwaukee Marquette University 
Cooperative supporter 


Nick Seaward's article on the problems 
facing the cooperatives in Malaysia [21 
Aug. | referred to Koperasi Rakyat as an 
associated cooperative of Parti Gera- 
kan. We would like to point out that 
while Parti Gerakan supports coopera- 
tive movements, it is not associated with 
any particular cooperative. We wish 
also to point out that though Datuk 
Hew See Tong was at one time the 



























































Westin Hotels in Asia: 

long Kong, The Shangri-La + Manila, The Westin Philippine Plaza ۰ 
'usan, The Westin Chosun Beach + Seoul, The Westin Chosun - 
ingapore, The Westin Stamford * Singapore, The Westin Plaza - 
Okyo, The Akasaka Prince * Tokyo, The Tokyo Prince * 


or reservations, call the Westin Hotel in your city or your travel consultant 
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Caring. Comfortable. Civilized. 
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A IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENTS. 





OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
IN THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 
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SAMSUNG 


Official Supplier for Video Products 
of the 1986 Asian Games 
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High Spirits 





Striving for Beauty . 


x-- 
Samsung. Were striving for beauty and that's We at Samsung have this flexibility and imagination 
more than a pep talk. Who else in the electronics that can be acquired only after years of Spartan 
biz manufactures our kinds of products with such training and back-breaking efforts. 
genuine, unique ieye-catching designs and We really cooperate. All parts of Samsung s organiza 
ultimate high-tech sophistication? tional body are readv for optimal collabor: 
»amsung s 1,500 R&D experts are the elite oí tion — they re in excellent shape, bursting 
the nation. They ve got ultramodern facilities with energy and yet in perfect control. Just 
and a reassuring 5% of Samsung s revenues as like the world's top athletes that well be 
tinancial backup. An attractive, neat setup but serving as the major official suppliers of 
that 5 not enough to make satellite receivers. audio and video equipment, and electrical 
audio and video equipment, home appliances. appliances tor the 86 Asian Games 
۵11166 automation and all other Samsung crea Samsung. So next time you ve got electron 
tions worthy ot the cherished Samsung label. ics projects. do business with us. Well put 
lo make beautiful products you have to have you and everybody else in high spirits. Isnt 
a beautiful mind that's open to new ideas that the beauty ot it all? 
S € 
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jol cally Upon Tibet s ation 
movement, keeping in mind its ‘Tone. 
term security and economic advan- 
tages. ۱ 
India's seemingly sound honeymoon 
with China is already heading for a dis- 
astrous end. There is no better example | 
-of political deception than China's pro- | lack o 
:testation of the Soviet occupation: LAL. ih 
 ghanistan while it pretends to forget its 
own continued occupation of Tibet. It is 
still not late for India in particular an 
the world in general to understanc 
China's deep-rooted political . ambi 
tions. Tsering ' 
1 Dharamsala Central Tibetan Secretariat 


Mistaken identity 


1 Soft drink, hard road [11 Sept. |, though 
interesting, unfortunately contained 
rather a major error. (The article stated 
that Pepsi Cola now outsells Coca-Cola a 
| on the world market.) Coca-Cola is by | quo 
far the world's biggest-selling soft drink |. 
|} —a fact recorded in the Guinness Be 
| of Records. Se 
Coca-Cola is also the most pop ar 
soft drink in Asia — in the region as a^ 
whole and.also in individual market 
Figures for 1985 show that in Japa 
Coke has more than 90% share of tl 
cola.segment of the soft-drinks market. 
| | and outsells its nearest competitor 14 to 
|| one. In Hongkong, Coke has more. 
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old Coast is maintaining its place as 
۱۱۲۵۱۱2 5 fastest-growing population. 
re. And consolidating its potential as 
one of the world's great holiday .. 
dest panong. be international Hotels 
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21 ACRES, WITH 2387 APPROVED ACRES (6826 LOTS) 



































+ TERFRONT ۱ PLUS PRIMARY SCHOOL, | LOCAL 
In the heart of the Gold Coast's newest glamour BUSINESS CENTRE i a 
growth area, adjoining Sanctuary Cove, Pine-clad hills high above. the Gold Coa St, jus], near 
Australia's most باه بت تسام‎ Community Southport and the surf. With full counci IS" 
oncept. Council approvals include international a satellite city of 20,000 people. Situated clo: 
otel, convention facilities, accommodation "theme park strip", main Gold Coast-Brisbane 
ts, marina, golf course, and more. highway, and beside proposed electric rail link - 
proximately 250,000 mature pine trees offer Residential sales potential of at least n million. 
ash flow. a 1.2 million pine trees offer cash flow. 


AUSTRALIAN GOVERNMENT ENCOURAGES FOREIGN REAL ESTATE INVES 


"to achieve 100% equity. 
FOR SALE BY PUBLIC TENDER 


Gaven Forest and Hope Island are for sale separately, by separate tender. . 
^ Tenders close October 30, 1986, at 4pm. Brochures, tender documents - 
-and investment reports are available from the Sole Agent 


SIAL PROJECTS DIVISION 

4st. Floor, Beachcomber Building, 
Surfers Paradise, Qld. AUSTRALIA 

Es ne (61) 75 50.1055 


۱ 9 ntact BILL JAMES, DON Bit IETZ, a/h (61) 75 52 6682 
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t a difficult stage of its evolution the World Bank has anew 
chief — Barber Conable — and a new strategy. The 
1 “bank's new president, himself a former US congressman, 
1 _ inherits a tradition of congressional opposition to expan- 
|. sion of the bank’s role; but it is clear he will preside over im- 
4 tant changes in the structure and staffing of this vital in- 
` stitution during his tenure. Meanwhile, the IMF, headed by 
he austere Jacques de Larosiére — who is due to retire at 

the end of this year — is broadening the scope of its fire- 
T m. role and. may yet combine this with a rather more 
| ` human face. Business editor Anthony Rowley and REVIEW 
Cover photograph: World Bank. 


















































Page 100 

The US won most of the concessions 
it wanted from its Gatt partners in 
forging an agreement to go ahead 
with a new round of negotiations on - 
: world trade problems. Asian particip- 
ants were heartened by an agreement | 


to address the problem of agricultural Hongkong: L elles to Ireland X 




















Trade: Sugar sours friendship in Bangkok ۱ 


tensions after the US sells subsidised | Economies: Straws in the wind in . 








subsidies. ۱ 

Malaysia finally admits to being | the el World 

‘mystery’ buyer! behindtherampingof |. _ P "d 

tin prices in 1981 — the genesis of the | gy | 

collapse of the London tin markat: last | = ALT. 

year. | : “History: Beating ou 

| | . Fighting with tainted : 

Page 104 | |. historical outline 

The Singapore property market main- | - 

tains a fragile stability with banks will- |. 

ing to keep A ا‎ afloat, at least l ‘Commodities: B Blowing a in trum ) 

for the moment. | اه‎ co Kuala Lumpur = ee 

E E Property: Keeping he boat afio 20 atin a 
NE ae Page 106 wu] a Singapore a 
| Christmas. Island, _once Thai-US relations experience new 
prized asa: “Hongkong =e 
a valuable source of phosphate, pre- | sugar to China. 9 : 
sents Canberra with a political ; ee The 50% mes Mal asa ae 
headache ۱ P | aie 2^ 
age 114 New Delhi سین‎ 
Hongkong's economy outperforms Banking: Chang 


government forecasts, but a small Washington سب‎ 
trade deficit is still expected. ۱ Legislation: Reinin 
Companies: Foste 
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The Malaysian Government steps in | 
with a plan to rescue beleaguered "n Letters 
nancial cooperatives. |. Briefing = 

[ intel ligence بت‎ 
Page 130 | The Week 


India may have some problems keep- 

















i ۱ ۱ | Travellers Tales 

The Asian Games get under way with | ing to ambitious Seventh Plan targets | وت‎ 

‘sp ctacle and Security in equal por- | designed to solve balance-of-pay- | The 5th Column | 
tions. ۰ ments problems. Economic Monitor: Sri Lanka 
HERES Company Results 

Pages 4b 17 Page 133 Exchange Rates - 
Malay power was the dominant theme | Australian-based Elders IXL. moves | Stockmarkets 


at the annual Umno assembly, while a 
muted challenge to the. Jeadership 
from Musa failed to gain, Favour. 
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tural gas (LNG) a year through 
1999. But, despite high hopes 
for a conclusion to the price 
wranglg, no agreement has 
been reached. Pertamina. is 
seeking an LNG price compar- 
able to a crude-oil price of 
about US$18 a barrel, while 
the buyers want a price equiva- 
lent to US$12 a barrel. 

— Vaudine England 


Contracts signed for 
China nuclear project 
Seven contracts for China's 
largest joint venture to date, 
the HK$28.8 billion (US$3.7 
billion) Daya Bay nuclear- 


| power plant project, were 
signed in Peking on 23 Sep- 
tember. Under the agree- 


ment, the Guangdong Nuclear. 
Power Joint Venture Co. 
will pay the French firm, 

Framatome, Ffr 6.3 billion 

(US$967.7 million) for two 

900-mW reactors, Ffr 1.3 bil- 

lion to Electricité de France for 

engineering services and £250 

million (US$369.3 million) to 

Britain's General Electric for 

turbine generators. 

... Overall financing will be ar- 

ranged by the Bank of China. 

Britain's ود یم ریم و‎ will act 

as lead manager for a loan of 
Ustad million for the 
genetatuts, and Banque 
Nationale de Paris is lead man- 
aging a Ffr 13 billion loan for 
the French side. The contracts 
now go to China’s State Coun- 
cil by 7 October for final en- 
dorsement. The first generator 
is due to go into operation in 
1992, and the s&cond to start up 
in 1993. — Ellen Salem 


The Philippines revises 
economic-recovery goals 
With real economic growth this 
year likely to range from 0.5- 
0.9%, rather than lier 
projections of up to 1.4%, the 
Philippine Government is re- 
vising its economic-recovery 
targets. The lowering of growth 
estimates followed delays in 
receiving funds expected by the 
government. For instance, the 
emergency-employment pro- 
gramme is proceeding slowly, 
because tax collections — on 
which the schedule of fund re- 
leases for the scheme was 
based — have been below 
target. Manila’s growth expec- 
tations are anchored on sub- 
stantial foreign-capital inflows. 
The country hopes to get for- 
mal approval of its standby 
facility from the IMF, so it can 
start talks with commercial 


bank creditors before theend 
million tonnes of liquefied nà-.| of October. 
q AtA 


— Jose Galang 
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Malaysia bars corporate 
holdings by officials 
Malaysian cabinet ministers 
and members of government 
are now forbidden to buy any 
new shares in, and must divest 
themselves of existing substan- 
tial stakes in, any company — 
the result of a cabinet ruling am- 
nounced by Prime Minister 
Datuk Seri Mahathir 
Mohamad on 20 September. 
The new ruling applies to 
shares held by families of gov- 
ernment members as well. As a 
result, Finance Minister Daim 
Zainuddin has already an- 
nounced the intention of his 
family to sell off its 50.38% 
stake in  Malaysia's third- 
largest bank, United Malayan 
Banking Corp. (UMBC). The 
32% owner of UMBC, the gov- 
ernment-owned Pernas, is re- 
ported to be interested in ac- 
quiring a controlling interest. 
Daim is also selling his 30% 
holding in Raleigh, a diver- 
sified bicycle-maker and prop- 
erty: developer. Earlier, 
Raleigh had called off its bid to 
buy a 20% stake in UMBC be- 
cause this would have made 
Daim’s divestment more dif- 
ficult. — Nick Seaward 


Seoul merges a further 

28 bankrupt firms 

South Korean Deputy Prime 
Minister Kim Mahn Je has an- 
nounced the transfer of 28 ail- 
ing companies to new owners, 
bringing to 43 the number of 
bankrupt firms merged this 
year. Prominent among the 28 
are seven subsidiaries of the 
Kukje group, which folded in 
early 1985, and the Myungsung 
group, which collapsed in 1983. 
In most cases, the buyers have 
had varying levels of manage- 
rial control over their new sub- 
sidiaries. They have also gener- 
ally been given special tax 
favours and loans as a result of 
the purchase. The government 
says these mergers will be the 
last this year. — Paul Ensor 


Pertamina, Japanese fail 

to agree on LNG price 

A team of nine Japanese 
negotiators, representing the 
power utilities of Osaka, 
Kyushu, Chubu, Toho and 
Kansai, have completed a new 
round of pricing negotiations 
with Indonesia’s state oil com- 
pany, Pertamina, under a 1973 
contract for the delivery of 8. 


BUSINESS 


government. Former president 
deRoburt had resigned and put 
his leadership up for re-en- 
dorsement after parliament 
sent one part of his new budget 
for study to a special commit- 
tee. 

The leadership change gives 
power to those MPs who ear- 
lier this year tried to put 
through a non-government bill 
for immediate distribution of 
income from the Nauru Land- 
owners Phosphate Royalty 
Trust Fund, at present held for 
re-investment until — 1995 
(REVIEW, 12 June). But they 
had little time to act on this 
before a general election due 
by the end of September. 

— Hamish McDonald 


Singapore lawyers 

reject amendments 

The Singapore Law Society has 
called on the government to 
withdraw proposed amend- 
ments to the Legal Profession 
Act, which seek to tighten the 


TAY HOON 


Jayakumar: conciliation. 





way the profession runs its af- 
fairs (REVIEW, 11 Sept.). At an 
extraordinary general meeting 
held on 22 September, 404 law- 
yers, including their ruling 
council, voted in favour of a 
motion condemning the bill 
and two voted against. There 
are 1,335 lawyers in Singapore. 

In what may be a conciliat- 
ory move, the government has 
decided to take the unusual 
step of sending the amend- 
ments to a select committee, to 
which the Law Society presi- 
dent, Francis Seow, has said 
he will make representations. 
Second Law Minister S. 
Jayakumar told parliament 
during the debate on the 
amendments on 22 September 
that he took note of sugges- 
tions from pro-government 
backbenchers that similar rules 
should apply to. other profes- 
sional societies as well. | 


B I þe p ts S 
— Nigel Holloway 


Base statement draws 
Indian protest 


India has protested against an 
Indonesian claim that Soviet 
submarines have a base on the 
Indian island of Nicobar in the 
Bay of Bengal. Indian Foreign 
Secretary A. P. Venkateswa- 
ran told Indonesia's ambas- 


` | sador in New Delhi on 17 Sep- 


tember that India does not 


| grant military-base facilities to 


any power, despite the Indone- 


‘sian allegation made by Maj.- 


Gen. Hartas, who heads the 
armed forces’ fourth command 
in Central Java. 

The island, located about 
400 km northwest of Sumatra, 
does contain an Indian naval 
base but work on an air base 
was suspended recently after 
an Indonesian protest. Indian 


| Prime Minister Rajiv Gandhi is 


due to visit Jakarta in October 
as part of a tour that will also 
take him to Thailand, Austra- 
lia and New Zealand. 

— Salamat Ali 


Japanese tax dodgers 
have bumper year 

Bars and clubs, love hotels, 
pachinko halls and sushi res- 
taurants were among the 
biggest offenders with regard 
to non-reporting of taxable in- 
come in Japan during the fiscal 


year ended in June. A report 


from the National Tax Admin- 
istration Agency released on 22 
September said that a record 
¥1.1 trillion (US$7.2 billion) 
of corporate and business in- 
come went undeclared last 
year. 

This is based on assessment 
by the agency of 10% of Japan- 
ese businesses. The assess- 


ment, made by on-the-spot 


checks, said that leisure and 
pleasure establishments were 
the worst offenders. Moves to 


introduce a system of value- 


added tax in Japan,are being 


. resisted strenuously by the six 


million or so small retailers in 
the country, who are said not to 
have paid tax for years. 

— Anthony Rowley 


Opposition leader forms 

new Nauru government 

Nauru opposition politician 
Kennan Adeang, 44, defeated 
the tiny Pacific island repub- 
lic's; "founding father" Ham- 
mer deRoburt in a presidential 
balot on the floor of the 18- 
member Nauru Parliament on 
17 September, and set up a new 
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| which acts as the unofficial US | number of domestic flights h: 
new sports stadium and hasbeen | embassy. He currently heads the cancelled as some of Burma Air 
refurbishing and enlarging othersin | institute's Washington office. ' aircraft are unserviceable — ar 


spare pa s are imported due to. 


what diplomatic observers feel i is one 
it im to e ی‎ hi 


sign that it is serious in its claim t WELCOME FEELERS 
۱ >p l — | Vietnamese, — 
. Ambassador to 
Manila Luu Dinh: 
Ve conferred on 
separate daysat. ^ 
the end of August- 
with Defence 
Minister Juan 
Ponce Enrile and | 
armed forces 
chief of staff Gen. | 
` Fidel Ramos. At — 
the meetings, on 30 and 31 August, | 
both Enrile and. Ramos asked about . | ir 
“visiting Vietnam —feelersthat Ve — 
readily accepted. Enrile will probably p 
visit Hanoi next year, possibly < 
accompanied by Ramos, though no - 
time has been set. Vietnam has also. 
| been informed that the Philippines - 
will shortly fill its long-vacant - 
` ambassadorial postin Hanoi where | 
the Philippines is now. represented by 
3 chargé d'affaires. 


SLUMPING FURTHER - 


An acute shortage of basic consumer 
goods — against skyrocketing prices - 
— are an indication that Burma’s 
troubled economy has been further: 
deteriorating this year. According. to- 
recent visitors to upcountry Burmese | 
oves, But Of towns, a package of Duya cigarettes © 
sul-gegerali in Hongl ong, isto | (not export quality) which used to sell - 
See rig to Burma and | at Kyat 6-7 (roughly US$1atthe 

i | official exchange rate) is now sold at 
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dent demonstrators when he arrived at the | force chief an 


At least one person was. killed arith more | Institute of Technology in Bandung (/7 | volvement intt 


00 injured in clashes between trans- | Sept.). (18 Sept.). T ۱ 
orkers and students: at paient Uni- |. ۱ led for a revie 
: me ‘MONGOLIA . » | Aquino’s defensive policy 
Polish leader Gen. Wojciech Jaruzelski | bels, noting. that atgacks on mon-n 
HINA es arrived on an official visit (22 Sept. ). targets had increased (23 Sept). 
n ^ The ی‎ Daya Bay nuclear pro- ۱ 
ject was officially launched with the signing | NEW ZEALAND SINGAPORE 


The Law Society rejected the Legal P 
fession (Amendment) Bill introduced 1 
parliament (23 Sept. je 7 | 


SOUTH KOREA ۱ 

Police formally arrested two disiden 
dents allegedly caught carrying petrol bi 
for street demonstrations against the 
Games, police said (79 Sepr.). 


of all the key contracts (23 Sept. ). 


۱ INDIA y 
>The eater of the caine Ganges pa ids 

Tripura was stoned and seriously injure 
communist party supporters, it was fenorted 

21 Sept.). One person was killed and several 
other people were injured in clashes between 
communist workers and. militant Gurkhas i in 
Darjeeling (23 Sept.). 


The political. officer aboard a Soviet - 
trawler jumped ship in New Zealand and 
asked for political asylum, government offi- 
cials said (7/7 Sept. ). 


PAKISTAN 
About half of Lahore was placed under an 
indefinite curfew after groups of Shia and 
Sunni Muslims clashed following a religious | 
| Games opened in Seoul (20 pe | 


festival (77 Sept.). EYES 
E at Yonsei University protested. agajhst: vhat. 
INQONESIA PHILIPPINES a they called supression by government: 
. > French President Fra mti اد‎ Prosecutors ordered an investigation of | thorities on the pretext of successfully hold- 
` Was jostled by anti-Pres nt Suharto stu- | two former cabinet Miffisters, a former air ng the Asian Games bn Se X 
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US backs her, but would like to see her get tougher 





Cheers, aid and doubts 


might against the communist New Peo- 
ple's Army if they did not respond — a 
message she repeated to congress the 
next day. Administration sources said 
that Reagan did not take issue with that 
approach but simply said: “I accept all 
that, but be careful." 1101 

Despite Reagan's personal reserva- 
tions, other senior officials said they 
were comfortable with the Aquino stra- 
tegy. In fact several senior administra- 


tion officials said the US “has never ad-_ 


vocated a purely military approach be? 
cause we know very well it is a complex 
matter.” The US understands that 
"Aquino will walk the extra mile to dif- 
ferentiate those who are disaffected 
from the dedicated communists" before 
taking harsh measures. The US has 
urged Manila to use the time to revamp 
and retrain its armed forces. The US$50 
million supplementary military aid is 
designed to help in that direction with 
armoured cars, helicopters, trucks and 
road-construction equipment. 
J 


Or of the most interesting themes 
to emerge from the Aquino visit 
was how much importance the admini- 
stration attaches to her continued leader- 
ship. While officials refuse to reproach 
Philippine Defence Minister Juan 
Ponce Enrile for his public criticism of 
Aquino's approach to insurgency, there 
appears to be little suppert for any de- 
stabilising moves, as Aquino is seen to 
be the only person capable of success- 
fully leading the country. “She now has 
the exclusive mandate of heaven," as 
one US source put it. In fact, adminis- 
tration officials have privately urged 
Aquino to strengthen her cortsssbea@ver 
the government machinery and set up 
her own political party. 

A key element in counter-insurgency 
strategy would be a clean and loyal local 
administration. In the absence of an 
Aquino political party, Vice-President 
Salvador Laurel, Local Government 
Minister Aquilino Pimentel and Enrile 
all would install their own men in pro- 
vincial positions in elections, which 
would not only further weaken Aquino's 
ability to govern but also hamper the in- 
surgency effort, US sources said. In the 
words of one administration official: 
"Aquino should cease to be mother 
superior and get down to the business of 
running the government." 

The unexpected House vote for aid, 
which came in the wake of Aquipo's 
much-applauded address to the joint 
session of the congress, was as much an 
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faith in what is dear to his heart, “the 
magic of the market place." Stating that 
he was "bullish on the Philippines," he 
called upon US investors to take note of 
this opportunity to help build a country. 

Reagan, however, was wary about 
Aquino's effort to negotiate an end to 
the communist insurgency. In his public 
statement he noted Aquino’s two- 
pronged approach — attacking the root 
political, economic and social problems 
that fed insurgencies, while building up 
the Philippines military — but stopped 
short of any explicit endorsement. 
Sources familiar with the contents of 
private talks in the Oval office said 
Reagan took the anecdotal approach to 





Aquino: winning hearts and aid. 








warn her against communist moves. 

"Reagan did not . . . give her a lec- 
ture," a source said. “He instead told 
her about his own experience in dealing 
with communists in his days in the ac- 
tors' guild in Hollywood." Reagan told 
her of the united-front tactics used by 
the communists and how once he found 
himself unwittingly involved in a front 
organisation. Aquino reportedly *lis- 
tened with fascination" and told Reagan 
of her own approach to communist in- 
surgency. 

Aquino said that by offering a cease- 
fire and reconciliation she was building 
her moral authority to use military 
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By Nayan Chanda in Washington 


hile on her first visit to the US as 
Philippine president, Corazon 
Aquino established a good rapport with 
President Reagan, won the hearts of US 
congressmen and obtained ‘a pledge of 


© | additional aid.-But this could all have 
. | been jeopardised by the Philippines | 


constitution drafting © commission's 
proposals on the future of US bases 
and for a “nuclear-free” status for the 
country. There is even a danger that the 
US$200 million supplementary aid that 
the House of Representative voted in a 
dramatic gesture of support for Aquino 
hours after her address to the joint 
houses, may never materialise, provok- 
ing bitter reaction in Manila. 

On the positive side, the nine-day 
visit to the US by Aquino: 


| » Succeeded in dispelling the mist of 
| suspicion that had been hanging over 


the extent of Reagan's support. 

» Persuaded many members of con- 
gress of the soundness and sincerity of 
Aquino's approach. 

> Obtained  US$150 million sup- 
plementary economic and military 
aid and US$20 million of medical 
supplies from the administration and a 
private organisation, and a promise of 
US$200 million additional economic 
aid. 

» Secured an assurance of a US$508 


| million standby loan from the IMF, 


US$300 million credit from the World 
Bank and a pledge of favourable repay- 
ment terms on Philippine debt from 
commercial banks. 

But a combination of congressional 
politicking in an election year and the 
unfortunate timing of the Constitu- 
tional Commission’s proposals threat- 
ened to nullify some of these achieve- 


. ments. Both administration and con- 


gressional sources told the REVIEW 
that it appeared very likely that the 
Senate would fail to approve the 
US$200 million supplemental aid voted 
by the House. 

While Aquino enjoyed strong sup- 
port in congress, there has been persis- 
tent doubt about the seriousness of 
Reagan's support for her. Against this 
background a face-to-face encounter 
between them marked by anecdotes and 
bonhomie, seems to have considerably 
improved the atmosphere. 

Reagan not only praised Aquino's 
"courage and commitment to demo- 
cracy" but applauded her “efforts to re- 
concile all elements of her society and 
bring them into a democratic process.” 
Reagan warmed to Aquino’s stated 
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Concom’s conservatives inserted in- 


the draft constitution. It leaves the op- 


tion of extending the Military Bases | - 
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Agreement (MBA) to the Philippine 


president, but with a proviso that any | - 
extension must be also “duly concurred |. 


in by the 


3 cu ano new] senate and, 
when [the 


hilippine} congress so de- 


sires, ratified in a plebiscite and recog- | - 


" 
Ex. 
۱ ۳ 


v 
? I" 


1 


13 


^ 
- 


3S 
^u 


P —— 


1 


۲ 
à 
9 


aa 


Poa 
LA 
= 4 


`e - 


nised by the other contracting nation as 
atreaty." 


Instead of prohibiting all things me | 


clear, the Concom chose instead a 


bland assertion that “the state shall F 


pursue an independent foreign policy.” 

ut the approved declaration of princi- 
ples goes on to say that “the Philip- 
pines, consistent with the national in- 


terest, adopts and pursues a policy of 


freedom from nuclear weapons in its | 
i: 


* TE 


territory." 


Although Concom member Wil- |. 


5 
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eactions reveal ignorance © 


fredo Villacorta and other “nationalist” Es. 


commissioners described these words as 


“toothless,” others, notably US Em- © 


bassy analysts, are not so sure. Some US 


senators already are reacting against the | 
MBA re-negotiation proviso, which re- . 
sulted in part from suggestions from - 
commissioner Joaquin Bernas, a Jesuit | 


and close associate of Aquino. 
Alara e 
of an old Philippine political maxim that 


assumes an honestly counted plebiscite 
would endorse the bases, not reject 
them. But diplomats say US politicians, 
annoyed at the bases clause, will be 
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Concom members soften anti-bases clauses but the US is wary ۱ 


By James Clad in Manila 


he 41 men and six women drafting a 

new constitution for the Philippines 
have sparked renewed controversy 
about nuclear weapons and US military 
bases here. Although watered down by 
a conservative majority, clauses and 
provisions approved by the govern- 
ments Constitutional Commission 
(Concom) about the bases and nuclear 
issues have already caused alarm in the 
US while lending themselves to artful 
use by the Left, long opposed to the US 
military presence. 

The US reaction surprises some 
Concom members, who see Concom's 
final word on these issues as a resound- 
ing defeat for “nationalist,” anti-US 
sentiment. Left-leaning commissioner 
Minda Quesada said bitterly that the 
“drift in [Concom] voting on issues re- 





i 


new rra t 


vem 


be! pleased at the nuclear-weapons free 


y clause. 

The controversial provisions emerge - 
from Concom's slow, plenary voting on - 
the shape of a new basic law, the Philip- — 


pines' fourth since 1935. The commis- 
sioners have failed to meet an initial 2 
September deadline for finishing the 
document and now hope to complete it 


by 15 October. Approval by referen- | - 





dum is to follow within 60 days. 


he current extension of the 1947 _ 


MBA will expite in 1991. Aquino 
maintains she will keep her options 
open until then while letting the agree- 
ment run its course. Most analysts ex- 
pect she will, if only out of economic 
necessity, agree to extend the MBA. 

Concom's clauses could complicate 
that. Curiously, despite the nuclear-free 
phobia in Washington, the US Embassy 
here until recently took a relaxed at- 
titude towards this issue. Notwithstand- 
ing full-time attendance by embassy of- 
ficials at Concom's sparsely attended 
sessions, some time elapsed before 
Washington moved to head off the issue. 

Because of a widespread belief that 
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lated to freeing ourselves from domina- 
tion [of] and subservience [to the US] 
has been clearly defined these past 
weeks." | 
To Quesada and more than half a 
dozen colleagues of similar persuasion, 
Concom's 19 September proceedings 
seemed just another day of "gringo" 
(pro-US) sell-outs. In a 29-15 vote, the 
body struck out an earlier draft pream- 
ble to the constitution which contained 
a clause in its “Declaration of princi- 
ples" that said “foreign military bases 
. . shall be forbidden." Preamble lan- 
guage declaring the Philippines “a 
nuclear-free country" and saying "no 
portion of territory shall be used for 
storing or stockpiling nuclear weapons, 
devices or parts thereof" also was taken 
out. "eaa 
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emo 
culated politics. Among other things, 
the proposal was timed to beat the 
budget-cutting Gramm-Rudman Bill 
that comes into effect with fiscal year 
1987, beginning on 1 October. 

Unless the amoufit is approved by 
both houses of the congress and dis- 
bursed from the 1986 budget by 30 Sep- 
tember, it might be impossible to pro- 
vide additional aid to the Philippines. 
However, this would also mean that a 
week before the end of the fiscal year 
and about a month before the mid-term 
congressional election, the Republican- 
dominated Senate would have to approve 
the proposal. Although the additional 
aid was strongly supported by the Re- 
publican chairman of the Senate Foreign 
Relations committee, Richard Lugar, 
there is a distinct lack of enthusiasm 
among more conservative senators grap- 
pling with cuts in domestic spending in 
"an election year. Some sources suspect 

the House vote for US$200 million may 
have been a deliberate Democratic ploy 
to embarrass the Republicans who for a 
variety of reasons were unlikely 
to want to approve it. 

Whatever may have been the 
motive of the House Democrats, 
reports from Manila that the 
Constitutional Commission had 
decided that the issue of US bases 
in the Philippines. would have to 
be ratified by a future legislature 
and the surprise provision that 
the Philippines would. be a “nu- 
clear-free country} only in- 
creased the odds against Senate 
approval. Reacting promptly to 
the news, Senate Republican 
leader Robert Dole, who had al- 
ready expressed “very serious re- 
servations" about the supple- 
mentary aid, issued a warning. 

The fact that the bases agree- 
ment would have to be extended 
by a treaty rather than executive 
action, he said, “practically 
guarantees that the bases issue 
will turn out to be an explosive 
dowgstie political issue in the 
Philippines and subject to being 
made a hostage to the broader political 
struggle in the country.” He also termed 
constitutional provision for a nuclear- 
free Philippines “ominous” for a US nu- 
clear deterrent in the Pacific. 

A frustrated administration official 
called the deliberations of the Constitu- 
tional Commission a “tactical error of 
the worst kind” coming at a time when 
Manila needed all the goodwill it could 
get on Capitol Hill. Unless Aquino pro- 
vides quick assurance that the non-nu- 
clear clause would not hamper US pres- 
ence and access to the bases, “it would 
cost the Philippines US$200 million for 
a start,” one senior administration offi- 
cial said. It is precisely this kind of link- 
aeg that could further inflame Filipino 
naflonalism and complicate the Coun- 
try's love-hate relations with the US. DO 











FAR EASTERN ECONOMIC REVIEW e 2 OCTOBER 1986 





y lived in exile 


| Ph Ph تیان‎ Agular now serves as presi- 
| dent of the Aquino foundation. “She 
| was tearful towards the end," Agular ob- 
| served, “her voice was cracking a bit but 
| she held it together." _ 

Otherwise, the president cut through 
the sentiment during her 26 hours in 
Boston, *For me, this is a sentimental 

| journey home," Aquino told an audi- 

ence during her visit. Her relish over her 
| imp mpact was undisguised at every step of 
i the visit as she charmed a populace who 
| a little more than three years ago knew 
nothing of her and little more of her hus- 
band's struggle against former president 
P Ferdinand. Marcos ا‎ the latter s im- 


US Sen. Edward Kei. énisrked 
that his assassinated brother 


| once had said politics is truly an as- 


tonishing profession, permitting him to . 
go. from: pilose obscure lieutenant in the 


i وه‎ be © in 14 years. 










ent of ۱ the Philip- 
pines," Kennedy said. © 
-Aquino explained in a speech at Har- 





| vard University that. her policy of non- 


violence in the Philippines was in con- 
trast to the views of US President 
Reagan, whose administration has 
made it clear it is anxious about her will 
to combat communist insurgency. 
Speaking after a meeding in Wash- 
` ington with Reagan. whose Rambo ap- 
proach to foreign policy has ones a 
. trademark, Aquino said at Harvard: 

“It is wrong to see non-violence ; as 
somehow being the amateur political 
option. Despite all the wars that have 
been fought in the name of deimaggacy. 
may l| say that democracy's essential 
values are peaceful and are best pre- 
served by peaceful means. — 

۰] will be the president of all the peo- 
ple and will keep power as F have come 
to it, through the popu will and the 
pursuit of peace."  . 

At all her appe rances, Aquino 
spoke frequently of her h 
manner seeking cath 
ing his death in a positive light. A 
twice she evoked the grim image of him 
sprawled on the airport tarmac in a pool 
of blood. She said: _ 

“I can see that Ninoy'slife. had run its 
full course. Not a minute or day could | 
be added or subtracted. He left us at the 
appointéd time, in the fullness of his 
RU a worthy ‘sacrifice to a 

Lipid rebirth of democthcy‏ سب 












her first visit to the US as president of 


to Boston," she said, “It reminds me of 


Between 1980 and 1983 she and her 


to go 
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Aquino visits Boston where her family 


By Arnold Zeitlin in Boston 


oston was to have been the most 
joyous, if most emotionally de- 
manding, of Corazon Aquino’s stops on 


the Philippines. “It’s really been emo- 
tionally very difficult for me to go back 


the time I was happy.” 


husband, Benigno ‘Ninoy’. Aquino, 
and their five children had lived — to- 
gether virtually for the only time in their 
lives — in a three-storey house at 175 
Commonwealth Avenue’ in the 
Chestnut Hill section of Newton, a sub- 
urb of Boston. It was, she reminded a 
Boston audience, the house her nue 


The late Benigno Aquin 


| 
| 





band left in August 1983 to fly to his as- |. 


sassination i in Manila. 
-The closest she came to tears in Bos- 
ton was on her second day here, a Sun- 


day morning, as she spoke in her former 


parish church, St. Ignatius Roman 
Catholic Church. The building is on the 
Boston College campus, across the road 
from her former home — now a 
museum and memorial maintained by 
the Benigno S. Aquino Memorial Foun- 
dation. For her 30-minute visit to the 
museum before Sunday Mass, the 
bloody shirt taken from her husband's 
body after he was shot to death at Man- 
ila International Airport was discreetly 
removed from its display case. 

“As far as our house is concerned," 
she said months before her visit, “I real- 
E can't stay there." But her brief visit to 

e house was dry-eyed as she com- 
mented favourably on new dining-room 
wallpaper. 

At St Ignatius, it was different, said 
Dr Steve Agular, the Philippine-born 
psychiatrist who in 1983 assured Aquino 
she could cope with what she feared 
would be the renewed imprisonment of 
her husband when he returned to the 









































































ic nal anti-base criticisms — 
h centre on "negative cultural im- 
` (pop با‎ "social costs" 
rostitution, drug dealing) or “forgone 
rmland." 

‘Neither these nor other arguments 
for example, that the bases "rein- 
rce dependency" on the US — have 
rried very much weight among Man- 
و ها‎ elite. It is otherwise with the anti- 
nuclear sentiment. A campaign to stop a 
. US$2 2 billion nuclear powér station in 
Bataan, near Manila, became perhaps 
. the most successsful, single- -issue oppo- 
-sition cause against former president 
. Ferdinand Marcos. The project re- 
-ceived its death blow when the Cher- 
.. mobyl disaster occurred in the Soviet 
Union just a few days before Aqui- 
-no's cabinet discussed the project's 





"he nuclear issue reaches deeper than 
most others into the professional, 
ormally pro-American classes. For 
iple, Narciso Reyes, head of the 
ty American- funded Philippine 
ncil for Foreign Relations, said “the 
hilippines would be among the first to 
be hit in any nuclear exchange in the 
“Asia-Pacific region.” Although other 
reasons exist for ending the MBA, 
“none is as overriding as the risk 
national extinction, incurred by 
the, continued existenci of the bas- 








۱ " Despite the proposed constitution' 5 
nuclear-free clause, some firmly believe 
the Aquino- -appointed Concom has 
failed to write a “nationalist, ما‎ ad a 
charter." In June, the Left-I eaning 
“Bayan alliance made 35 explicit de- 
` mands to Concom, Only three have won 
‘unequivocal endorsement: “Filipino” as 
the national language, a code of civil 
liberties, and a clause for small farm- 
ers. 
Proposals for free land redistribu- 
tion, foreign-debt repudiation, mili- 
y reorganisation or major changes 
| government structure have gotten 
owhere. | 
Although the final approved clauses 
are more. acceptable to US analysts than 
those in the first dsafts, “bringing the 
ew Philippine] congress in on the act 
arantees a long-winded talkathon," a 
lomgt said, referring to bases re- 
rotiation. “If Concom can dispense 
ngress for martial-law declara- 
the source continued, “why can- 
not it leave.a new MBA to presidential 
discretion?" 
The. MBA renegotiated. by Marcos 
lever went to the now-abolished na- 
ional assembly for discussion, let alone 
atification as a treaty. Tronically, the 
“toothless” Concom may have some, al- 
d unintended, "nationalist" bite after 
AL o 
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Union Bank of Switzerland Union Bank of Switzerland Creditcapital Finance Corp. Ltd. 
13th Floor, Gloucester Tower Yurakucho Building Merchant Bankers 
11 Pedder Street 10-1, Yurakucho 1-chome Allahabad Building 
Hong Kong Chiyoda-ku Apollo Street . 
faex es itea Tokyo 100/ Japan Bombay 400 023/India Union Bank 
| | | | of Switzerland ۰ 
9eople's Republic of China: Union Bank of Switzerland Head Office 
UBS China Desk Hong Kong 50 Raffles Place # 38-01 Union Bank of Switzerland 
Telephone 5 -233 091, Shell Tower Bahnhofstrasse 45 


David Kan Singapore 0104 CH-8021 Zurich 







Fast, regular and reliable text communications are 
essential to success in the global marketplace. The world- 
famous Heineken Brewery is a good example. 

High-volume telex traffic between the 100 separate 
breweries around the world in which Heineken participates, is 
routed via a Philips SOPHO-TEXT automated text communica- 
tion system. So the speed and efficiency of all its telex 
communications are greatly increased. 

And because the SOPHO-TEXT can also interconnect 
computers, teletex terminals, electronic typewriters and word 
processors, Heineken will eventually employ it for in-house 
communications as well. 
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ts beer around the world 
ste ina tube. 


Colgate-Palmolive is another world-famous company 
that uses Philips technology for better business. 
Take its automated toothpaste factory in Hamburg, 
West Germany, for instance. 
A Philips high-technology electronic batching system, 
based on a microcomputer and a distributed-intelligence net- 
work of electronic sensors, controls the extremely complex 





manufacturing process. ۱ 
From ingredient formulation and batch tracking to 
process supervision and management. i 


Philips. The sure sign of expertise worldwide. 


= PHILIPS 


Fresh businessmen 
flown in daily 


your destination. At Thai International we under- 
stand the problem. 

As one of the first airlines to offer non-stop 
flights to Europe and the USA, we have an enviable 
reputation for introducing non-stop travel to busi- 
ness destinations. ۳ 

And even more are on the way. But freshnes: 


You know how it is. 

Arrive at your business meeting feeling, looking 
and sounding fresh as a daisy and you perform with 
the grace and skill of a tightrope walker. 

Walk in looking like a wilted weed and nobody 
is impressed. 

The trick is staying fresh after a long flight to 





isnt just a physical thing: its psychological, too. Our Business Class service gives/$eusroom to 
So we go out of our way to pamper to your | stretch out and relax, plus - just as inffportant plenty 
every need with the service and warmth that are of storage space so you dont travel with\a lap, fulEgf 
second nature to the Thai people. documents, paperbacks and plasti& eps 
Courtesy and consideration are par for the Plastic cups? On Thai? Perish Wwe ر‎ 


$2 Thai 


Smooth as silk 


courŝe on Thai International, not bolt-on extras you What we serve deserves better 
get if your hostess is having a good day. than that. And so do you. 


KP 299 





Here's what you'll be missing 








If your next wheel loader 





isn't a Case. 





Servicing simplified. 


Routine main- 
tenance is the 

key to maximum 
up-time and long 
machine life. d 
Thats why we 
simplify service 
on all Case 
equipment. Our 
wheel loaders are 
no exception. For 
example, our new 
W30 wheel loader 
offers virtually complete 
groundline serviceability 
and has considerably fewer 
service points for fast, easy maintenance. 

Faster cycles and simple maintenance. 
They're two of the many good reasons to 
go with Case. 

Give yourself the competitive edge 
that comes only with a Case. See 
your Case dealer today, or write: 
International Marketing, J | Case, 700 
State Street, Racine WI 53404, U.S.A. 


Telex: 26-4425. | 
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Ji Case 


A Tenneco Company 


Case wheel loaders offer you a unique com- 
bination of important advantages that add up to 
higher productivity and longer service life. 


Faster cycles, by design. 


In your business, productivity comes right 
down to faster cycle time. And that's what Case 
wheel loaders deliver. Our load-tracking operator 
position puts you right behind the load at all 
times—just where you want to be for optimum 
visibility. When you're short on maneuvering 
room, full 40° articulation and center pivot steer 
make operating easier. Poor traction on rough 
terrain wastes time; Case torque proportioning 
differentials automatically grip the 
ground for better traction. And 
when you need to change di- 
rection, our fully modulated 
powershift lets you 
move quickly 
and smoothly. 
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Green light 
for business. 


North America, the Middle 
East: places where business is 
fundamental. 














From electric cables in 
Jeddah to petrochemical engi- 
neering in New York, there's 
a billion opportunities. 

Banque Indosuez is in all the 
major countries in the Middle 
East. Al Bank Al Saudi Al Fransi, 
our affiliate, is among the fore- 
most banks in Saudi Arabia. 

And we're in all the major 
business centers in North 
America. With Banque Indosuez 
you ve got the green light for 
business. 














Banque Indosuez, present in 
65 countries, opens up a whole 






world of opportunities. 
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BANQUE INDOSUEZ 


Head office : 96, boulevard Haussmann, 75008 Paris. 


ll JEDDAH: electric cables | 





BANQUE INDOSUEZ. 


i WHOLE WORLD OF OPPORTUNITIES. 





said, “the ۰ CPLA will 2 andi 
hand with the military to achieve peac e| 
in the area." Some sources said this | 
means at least tacit CPLA help in track- | 
ing down NPA insurgents, a view rein- | 
forced by armed forces chief of staff | 
Gen. Fidel Ramos' remark that the | 
Aquino-Balweg meeting is a step to- - 
wards the “eventual resolution of the in- | 
surgency in the mountain area of north- | 
ern Luzon." E 
Balweg had worked with the NPA ` 
until early this year; as tribal and 
ideological identities became increas- | 
ingly confused, he charged the com- 
munists with imposing an "inappro- - 
priate ideology". on the Cordillerz 
and accused the NPA with discrimi ii 
tion against Igorot and other tribal | 
cadres. ۱ 9 A 
His CPLA emerged as a separate 3 
fighting force in March, albeit with. | 
fewer than 120 guerillas by most esti- 
mates. The NPA charges Balweg with — | 
spreading "black propaganda among 
[NPA] rank and file," as Balweg' p 
younger brother Jovencio put it. | 
Looking ahead to the wider tribal - 
problem, a confidential report to | 
Aquino from a task force on minorities | | 
urges a separate "office of national | " 
minorities" to administer as "exclusive | 
custodian” all existing minority settle- - 
ments on public land. A budget of | 
P71.5 million (US$3.6 million) would | 
rehabilitate *national minority rebel re- 
turnees" and fund "confidential mis- | 
o in negotiating with minority re- |, 
els j | 
The report spares few words for past 4 
government attitudes. It says: “In de- 
fence of their ancestral land, severum | 
minorities have already lost their lives. - 
Only the church and other cause- 
oriented groups have so far come to- ۱ 
their aid." To make up for past abuses, | 
the unpublished document demands an - 
end to policies aimed at “a complete and - | 
permanent integration of the Muslims | 
and cultural communities,” but asserts | 
that the “Muslim communities ee | 
been] given more than what is just and. om 
equitable.” | 
Some signs point to positive action, 
On 21 August the Aquino-appointed | | 
Constitutional Commission voted for | 
autonomy for “Mindanao and the Cor- | 
dillera [and for aréas] sharing common | 
and distinctive historical and cultural | 
heritage, economic and social struc- | 
ture.” When elected, the new Philip- |. 
pine legislature must pass an "organic jẹ 
act” providing for autonomy within 18 | 
months of its first election. : 
Deputy Minister for National |. 
Minorities Fausto Lingating told the | 
REVIEW in August that an increasingly 4 | 
politicised tribal minority is watching | 
closely for signs of any back-trackingon |: 
these commitments. He should know: |. 
partly at his behest his own 32034)00- 
strong Subanan tribe has joined an all- 
Mindanao tribal coalition to press for 
tribal rights. | 


T lie with tribals 


The government seeks ceasefire with minority group rebels 
9 


counter-measures launched by the gov- 
ernment also fuelled the tribal in- 
surgency. 

An agreement signed between gov- 
ernment representatives and the CPLA 
allows Balweg a period to consult with 
the Cordilleras in the five provinces 
where they live. Balweg has promised 
not to harass government officials nor 
impede government projects. But log- 
ging by Disini’s Cellophil Resources 
Corp. will end, and Aquino has given 
the coup de grace to the Chico dams — 
already on the shelf because of hesita- 
tion by the World Bank, costs and the 
insurgency. 


۱ 2 that, the agreement — sign- 

ed by local military commanders 
rather than Aquino — promises sub- 
stantive talks in November on two 
major issues: demands for Cordillera- 
wide autonomy and for a separate 
"presidential committee on national 
minorities.” The government's im- 
mediate follow-through seemed pur- 
poseful. On 16 September Agrarian Re- 
form Minister Heherson Alvarez an- 
nounced resettlement of 3,000 tribals on 
10,000 ha in Luzon's Conway Valley, 
and Natural Resources Minister Er- 
nesto Maceda has issued orders for end- 
ing Disini's concessions. 

On 15 September, Enrile stressed 
that a "cessation of hostilities" with the 
CPLA did not mean an end to military 
operations in the area. "Instead," he 


lfuago tribespeople. 








By James Clad in Manila 


di: eight days after her dramatic 
encounter with Moro National 
Liberation Front chairman Nur Misuari 
in Jolo City (REVIEW, 18 Sept.), 
Philippine President Corazon Aquino 
has met another minority group rebel — 
former Christian missionary Conrado 
Balweg. And though Balweg's Cordill- 
era People's Liberation Army (CPLA) 
in northern Luzon presents much less 
of a threat than Misuari’s Muslim 
secessionists, winning a ceasefire agree- 
ment from Balweg's hilltribe insurgents 
has given Aquino valuable political 
points. 

As in Jolo, Defence Minister Juan 
Ponce Enrile travelled with Aquino on 
13 September to the Ifugao tribal area 
of Mountain province. The president's 
education, natural resources, agricul- 
ture and health ministers also accom- 
panied her, as did her executive and 
press secretaries. Tribal — elders, 
Kalinga-Apayao province governor 
William Claver and CPLA officials 
Bruno Ortega and Mario Yagao sat with 
Balweg at the resort lodge venue. 

More than 92 “national minorities” 
live in the Philippines, about 12% of 
the population. Many tribes inhabit 
hill districts where they have re- 
mained less affected by 450 years of 
colonial influence in the country. The 
largest group are the 3-4 million Mus- 
lims living almost exclusively in the 
Mindanao area. The main non-Muslim 
minorities comprise the Cordillera 
tribes (750,000), Mindanao hill tribes 
(1.5 million), Negritos (100,000) and 


the Mangyans of Mindoro island 
(30,000). 

The Cordillera rebellion has a long 
history. Retaining their aboriginal 


Malay culture, they and other upland 
tribal groups resisted the Spanish for 
centuries, remaining generally “un- 
pacified” until the US pushed the 
Spanish out at the turn of the century. 
Washington introduced land and min- 
ing laws which gradually caused the tri- 
bals to become squatters on ancestral 
lands. 

Resentment grew after World War 
II. Land-hungry, lowland migrants 
moved into tribal areas both in Luzon 
and in Mindanao. During the 1970s, two 
Cordillera development projects in 
particular became politicised: a World 
Bank-funded plan for hydroelectric 
dams on the Chico River, which would 


have flooded tribal land, and logging of 


more than 200,000 ha of government- 
owned forest by a company owned by 
Herminio Disini, an associate of former 
président Ferdinand Marcos. The com- 
munist New People's Army (NPA) fed 
resentment, and military 
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-One major problem "Japan is 
ae its big aid weapons to bear on. 
the tiny economies of the South Pacific. 
Another concern isto avoid treading on 
Australian toes, or encouraging Can- 
berra to relax in its own aid efforts. 
Japanese. officials and researchers 
have been sounding out Australian in- 
terests on their fee lings about Japanese | 
business coming in on the coat-tails of 
development aid and diluting the com- | 
d trad- 
ing groups such as Burns Philp, W. R. 
Carpenter and. Steamships Ltd. 
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T response in Canberra has been 
that Australia did not see aid as an 
instrument of trade expansion, and could 
not object if the independent nations of 
the South Pacific wanted to broaden 
their range of economic links. Officials 
said they were concerned, however, 
about the risk of "devastation of local 
economies if the amounts 
of aid and its speed were 
too much.” 
. Partly for this reason, 
Canberra is seriously | 
weighing Japanese sound- 
ings about the possibility | 
. of joint aid activity, with | 
New Zealandalsoinvolved. | 
In past years, Australia re- 
fused such suggestions in | 
relation - Southeast 
Asian aid programmes be- 
cause of Japan’ s “econo- 
mic animal" image in the | 
region. “We have had | 
some tentative discussions | 
] 
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about ways of cooperat- 
ing," an Australian official 
said. “They do concede | 
that in the South Pacific | 





Vanuatu (popul 
120,000) | aad Kir ribatî 
(63,000) — also presents 
problems of scale 
Tokyo, which feels itself 
best equipped to handle 
| large development pro- 
` jects. 

In Papua New Guinea, 
Japan is pushing forward 


projects after an unusual high-profile 
campaign by former "ambassador 
Makoto Taniguchi to break down inhib- 
itions in Port Moresby about tender 
limitations attached to some loans. 
Japan is contributing about US$58 
million towards the Yonki hydroelectric 
scheme of the Papua New Guinea Elec- 
tricity Commission, in a co-financing ar- 
rangement with the World Bank and the 
European Investment Bank. The main 
civil engineering contract was awarded | 
mid-year to South. Korea' s Hy lai | 
Construction Co. >> 
. Japan has had. far more 
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king the Soviets 


lakasone prepares for a southern initiative 


Even the strongly pro-Western gov- 
ernment of Fui has entered serious 
negotiations with Moscow on a range of 
economic cooperation projects. A team 
of officials from the Soviet Embassy in 


Canberra went for a second round of | 


talks in Suva in mid-September. 

At a regular consultation with Aus- 
tralia on official development aid in 
July, Japanese officials made plain their 
new interest in the South Pacific, and 
the same line was taken by Japanese at- 
tending the recent International Insti- 
tute of Strategic Studies conference in 
Kyoto. As well as official discussions, 


Tokyo has also commissioned academic 
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isa '& shortcoming of virtually all bureau- 
cracies in the Scuth Pacific. Even in the 
largest country, Papua New Guinea, a 

complacent administration has got used 


to Australian budgetary | infusions 
rather than project aid. 
Where Australian procedure is to 


decide how much money is available 


and then ask the recipient country to- 


look for projects it will cover, Tokyo 
asks for a list of potential projects first 
before it decides the appropriation. 


The size of the nations currently ac- 
cepting or considering economic agree- 
ments with the Soviet Union — such as 
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y Hamish McDonald in Sydney 


apan is moving, with strong encou- 
ragement from the US, toe expand its 
onomic assistance to the small nations 
he South Pacific as a counter to 
viet attempts to build a. presence 
sugh fishing and trade deaf. 
rime Minister Yasuhiro Nakasone's 
/'ernment appeared to have taken 
-US urging to “get into the South 
cific fast and spend a lot of money,” 
ccording to one senior official in Can- 
rra. While Australi: too had been 
ng an expanded ' panese aid role 
ome years, Tokyo had never "taken 
ipinsuch a serious way as it has now." 
Despite Japanese apprehensions, 
nberra does not object to Japanese 
ney and, inevitably, business in- 
erests treading in what has bec: largely 
Australian preserve. But some offi- 
I circles believe the new "mandate" 
m the US includes a suggestion that 
xan should also try to counter tenden- 
es in Australia and New Zealand to 
ide out of the Western strategic line-up. 
An agreement last year bv the island 
ation of Kiribati to allow Soviet fishing 
ts economic zone for an initial annual 
Of US$1.7 million shook US compla- 
icy about the South Pacific. In recent 
jonths Vanuatu — standing out in the 
gion for its maverick foreign policy 
at welcomes ties with Libya, Cuba 
id the Soviet Union among others — 
s also begun negotiating a fishing deal 
ith Moscow, though unlike Kiribati, 
ossibly allowing SHOE access. 


0 0 has difficulty 
ing viable aid projects 


an's main problem in responding 
alls to dispense more aid in the 
h Pacific is not finding the money 
a little goes a long way among its 
all nations — but in getting recipient 
'ernments. to think of acceptable 
ys to spend it. - ۱ 
Official development assistance. from 
kyo in the region totalled just US$24.1 
illion in the Japanese fiscal year ended 
rch 1986, only 0.94% of total aid dis- 
irsements of US$2.56 billion. This was 
ually a slight drop on the previous 
N disbursements, occasioned by a 
dropi in aid to Papua New Guinea. 
tability to formulate projects to 
h fo igna aid can rm be applied 
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“| No more 
free rides 


The US wants Japan to 
play a major political role 
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By Nayan Chanda in Washington 


| 
Ce about Soviet efforts at | 
expanding its presence and influ- 
ence in tke Pacific. the US has urget ۱ | 
Japan to play a greater role in the re- - 
gion. But Washington officials strongly — 3 
deny suggestions that they are asking | | 
Japan to counter “pink” or Left tenden- - ۱ 
cies in New Zealand or Australia. VE ; 
Diplomatic sources confirmed that | 
in recent US-Japan consultations. 
notably US Secretary of State George 
Shultz’ meeting with then Japanese | 
foreign minister Shintaro Abe in Manila | 
in June — American officials have em: t| 
phasised the need of Japan offering in- | 
creased economic aid to the islands in | 
the South Pacific. In view of the budget- | 
ary difficulties faced by the US anc d 
problems it has had with the Pacific |. 
states over fishing rights and nuclear po- f 
licy, the US has asked other Western | 
powers and Japan to take greater re` E 
sponsibility in countering the Soviet 13 
drive. zt E 
In recent congressional testimony. a | : 
senior State Department official admit- 
ted that *major challenges" to the US in | 
the Pacific come from two primary | 
sources — Soviet efforts to gain | a 
strategic foothold in the region and po- - 
licy differences that exist between the - | 
US and the island states. He said that | 
Moscow has been able to exploit the | 7 
tension over these states’ fishing zone * 
and "in the past 18 months the Soviets | 
have made financially attractive com- | 
mercial fishery agreement offers to | 
nearly all of the independent states of 
the South Pacific." While only Kiribati - 
has so far accepted the offer, he non 
that "others are giving the offer serious | 
consideration." Ai ۱ 
Similarly, the Soviets are trying t i 
take advantage of the growing concern 
over environmenta! and nuclear prolif- | 
eration issues in the region to challenge | 
the US. Last month Moscow announc 
it was prepared to sign three هم‎ 1 
of the Nuclear-Free Zone treaty pro- | 
posed bv countries of the region. "4H | 
Promoting economic development is - | 
seen as an 1 important means of resisting ۳ 
Soviet advance in the island nations of |- 
the South Pacific. “Should the island - ‘he 
economies fail to provide their peoples | 
with a reasonable hope for the future," ¢ - 
the State Department official warned; | 
"the region's political institutions ae 
come under considerable and perha 
irresistible pressure to adopt more a i- l 
cal solutions.” 4 
A matter of immediate US concern is 1 x 
the Libyan effort to establish relations- 1 
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Kanes to a visit it by KOSI Trade | 
Minister John Dawkins to Tokyo in Au- 
gust, to convey the results of a meeting 
of the *Fair Trader nations" on agricul- 
tural trade protectionism held in Cairns. 
The Japanese foreign minister was curt 
in his response to the anti-protection 
message. Canberra sources said that 
when Dawkins wrote an account of his 
meeting to other members of the Fair 
Trader group and sent Tokyo a copy, 
Kuranari and some Japanese officials 
were outraged at his presumption. 

To an extent they would not have al- 
lowed themselves before, Japanese offi- 
cials are making plain in their discus- 
sions a certain exasperation at a "lax" 
Australian approach to strategic mat- 
ters, and indeed Australia's own econo- 
mic interests. This attitude is centred 
chiefly in the strong “anti-Soviet 
stream” in the Japanese Foreign Minis- 
try, sources said. 

The Australian line that it cannot boss 
around the independent nations of the 
Pacific, however small, tended to be seen 
as an abdication of leadership. Instead 
of taking a firm line, Canberra had been 
dangerously permissive by getting invol- 
ved in such projects as the South Pacific 


. Nuclear-Free Zone, in Tokyo’s view. 


Interpretations of the recent Dibb 
Report on Australian defence as 
“isolationist” that were accepted in 
some Tokyo circles, have also caused 
concern among Australian diplomats. 

“They were fed an interpretation of it by 
the US that was extraordinarily 
skewed," one diplomat said. 

The hands-off attitude to commer- 
cial penetration of Australia's regional 
trade “empire” also won little respect. 

"They ask us: didn't we care that the 
consequences of Japanese aid would be 
a business takeover by Japanese com- 
panies?” said one Australian official. El 


Japanese consultants will be chosen. 

Since a change of policy ordered by 
Prime Minister Paias Wingti in March 
this year, Papua New Guinea has not 
objected to such strings on grant aid but 
feels that when applied to loan funds, 
they add up to an expensive deal. 

Wingti and Finance Minister Sir 
Julius Chan have asked Tokyo to con- 
vert this portion of the highway assist- 
ance to a grant, a change Japanese au- 
thorities have been so far reluctant to 
make. Confirming a dispute over “the 
type of financing" a Japanese official 
said: *We are trying to find out how it 


can be done without really bending each | 


other's position." 

As well as pressing for a start to this 
highly visible long-term project, Japan 
has also coaxed a “vague shopping list” 
out of the sleepy civil service in Port 
Moresby and is likely to supply high- 
technology equipment to the National 
Broadcasting Commission and the Port 
Moresby General Hospital. 

— Hamish McDonald 





we have some expertise, something hey 
have always denied in Asean.” 

The new Japanese approach is mar- 
red in Canberra at least by what some 
officials describe as a new level of con- 
descension" towards Australia and New 
Zealand, as their economic problems 
push them further down in the “hierar- 
chic" ranking of nations in the Japanese 
world-view. 

Attention paid to Australia in Tokyo 
has of course been slipping for many 
years as Japanese economic concerns 
turn away from securing supplies of raw 
material and energy to protecting access 
to North American and European mar- 
kets. But a Canberra source said a dis- 
tinct “drop in the pecking order” had 
become apparent in recent months. 

One sign of this was a prickly reaction 
by Japanese Foreign Minister Tadashi 
AP 


|! Kuranari; Dawkins: strained relations. 





pensing some US$29 million in yen 
funds earmarked since July 1985 for the 
first stage of a highway to link Port 
Moresby with the second city of Lae, 
crossing the precipitous Owen Stanley 
Range running parallel to, but some dis- 
tance west of, the famous Kokoda Trail 


on which Japan's southward expansion 


was halted in 1942. 

The chief stumbling block has 
been the strings attached to the por- 
tion of the package, about 20% of 
topi funds, earmarked for design and 
engineering studies. This limits con- 
sultancy tenders to Japanese or Third 
World interests, effectively ensuring 
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NEPAL 


One Left step forward. | 


Marxists gear up to bolster their electoral gains - 


However, neither the government nor 
the panchayat leadership has taken any 
action, probably because both are 
concerned about a negative public reac- 
tion which could also bring the partyless 
system into disrepute. 

The ML activism has had its inevita- 
ble impact on the Nepali Congress, 
which was once the largest single demo- 
cratic political force in the country and 
is now beset with organisational prob- 
lems as well as rivalry among its leader- 
ship. How to cope with the potential 
challenge by the ML has become the 
principal preoccupation of the middle- 
of-the-road Nepali Congress. 

Ganesh Man Singh, the pre-eminent 
leader of the Nepali Congress, has dif- 
fered with the party’s general secretary 
Girija Prasad Koirala on the desirability 
of launching a people’s movement for 
the restoration of democracy. Koirala is 
of the view that the time is not yet ripe 
because of a poor response by the peo- 
ple to a similar movement by the party 
last year. Singh favours an early mass 
campaign. K. P. Bhattarai, the party’s 
president has remained neutral on the 
issue. | 

Pressure is mounting on the Nepali 
Congress leadership to reorganise and 
bolster its district-level units and attract 
supporters in the villages in order to 
prepare for the local elections next 
year. 

However, many observers doubt if 
the Nepali Congress can pull itself to- 
gether in the near future. It failed to 
take part in the May general election, 
in which the ML faction emerged as a 
strong alternative. If the Nepali Con- 
gress continues to stay out of active elec- 
toral politics, the ML faction and its 
other communist allies could capture 
not only the local bodies next year, but 
could also come close to gaining power 
in parliament in the next general elec- 
tion due by 1991. 

The successes of the ML faction have 
already forced some MPs. who are 
staunch supporters of the partyless sys- 
tem, to think of forming a grouping to 
be called the pancha club. The club is 
aimed at uniting all the loyalists in the 
country to oppose the advocates of a 
multi-party system. Some former minis- 
ters have already begun seriously lobby- 
ing for such a club. Ironically, if such a 
club were to be formed it could be seen 
by the people as a distinct political 
grouping and the oppositionists could 
form similar bodies. In that evegt, 
analysts think, the partyless panchayat 
would have several groups which would 
resemble political parties. 
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By Kedar Man Singh in Kathmandu 


rc extreme Left is trying to reassert 
itself in Nepal where all political par- 
ties are banned. The Marxist-Leninist 
(ML) faction of the Communist Party of 
Nepal is actively preparing to contest 
elections for local bodies scheduled for 
April next year. 

In the general election for the Na- 
tional Panchayat or parliament in May, 
ML candidates contested as indepen- 
dents and won 16seats. Emboldened by 
their electoral success, young ML MPs 
— especially Padma Ratna Tuladhar, 
Jagrit Prasad Bhetwal and Bhim Prasad 
Shrestha — have openly and repeatedly 
demanded the reintroduction of the 
multi-party political system. 

The deliberations in the usually tame 
parliament have become quite lively as 





Singh: differences within the party. 


the ML activists have challenged official 
policies and the 25-year-old partyless 
panchayat system itself, which has em- 
barrassed the government of Prime 
Minister Marich Man Singh Shrestha. 
They have also taken the government to 
task for the detention without trial of 
more than 260 political prisoners in 
Nepal. Moreover, the ML MPs have 
also created the impression that they are 
the real representatives of the people 
who do not hesitate to air public grie- 
vances in parliament. 

The relentless ML attacks have so 
enraged the rightwing MPs loyal to the 
panchayat system that some of them 
have even called for the expulsion of 
their leftist colleagues from parliament. 


with the independence movement in 


f | New Caledonia. “Strong and vibrant 


free-enterprise economies are our best 
defence against the blandishments of 
the Soviet Union and its surrogates,” 
the official affirmed, adding, however, 
that the US could not become the major 
or dominant force for economic deve- 
lopment in the region. Australia, New 
Zealand and Britain along with Japan 
would have to bear the main burden. 

Japan, with its enormous economic 
power and expanding aid programme — 
already the second-largest aidedonor in 
the world after the US —- is being 
urged by Washington to plav a special 
role. 

US officials point to the current Ja- 
panese plan to provide US$40 billion aid 
worldwide over a seven-year period and 
say that the US would like to see more 
from this package devoted to the 
Pacific. “A little bit of aid in that part of 
the world could go a long way," a State 
Department official said, pointing to 
the low level of development in the is- 
lands. Washington is pleased that Japan 
is increasingly unabashed in affirming 
its role in the Western bloc and its con- 
cern about the Pacific islands. “Not only 
in economic aid,” one US official told 
the REVIEW, “Japan can also play a po- 
litical role in curbing Soviet influence 
there.” 


Bp یی‎ sources said that a pro- 
posal for a trilateral meeting be- 
tween US, Japan and Australia over the 
Pacific is under consideration. One of 
the important reasons preventing a 
coordinated effort in the Pacific is the 
growing trade tension between the US 
and Australia, and Canberra’s apparent 
fear that its exports to Japan would suf- 
fer as Washington pushes Japan to open 
the door wider to American beef or 
coal. 

US officials are also concerned by 
the growing anti-nuclear sentiment in 
the Pacific its latest manifestation 
being the nuclear-free zone concept in 
the draft Philippine constitution. They 
privately claim that Japan is concerned 
about the effect of this trend on the 
Western defence in the Pacific, and in 
its recent talks with New Zealand Japan 
reportedly explained how Tokyo’s non- 
nuclear principles are practised without 
forcing the US to change its “no confir- 
mation, no denial policy” on whether 
US ships and aircraft carry nuclear 
weapons. Through its non-nuclear prin- 
ciples Tokyo pledges not to possess, 
produce or introduce into Japan nuclear 
weapons. 

But Reagan administration officials 
strongly deny that Japan has been asked 
to play any active role in influencing 
Australia or New Zealand. “The Japan- 
ese have their own concerns, but we cer- 
tainly haven't asked them to represent 
our views to Australia, New Zealand or 
any other Pacific country," one official 
told the REVIEW. 
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How We Did It ۱ ۱ 
Published by the Far Eastern Economic. Review the i 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian ‘capital and every area of interest through- 
out the region. This leading team of writers analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on. 
top of events. TO give you Asia minus the mystery, 
minus the myth. To give you Asia as oni ly the Far East- 
ern Economic Review can. 





Soft Cover: ۰ 95/£20/S$49. 50/M$56.50 
Hard Cover: HK$200/US$27. 95/£23. 75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/9$15/M$17.50 per copy. 
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Price: HK$170/08$23.95/£20/5$49,50/M$56.50 each 


No. of copies —— -. LÀ by surface E by airmail* 


Asia 1986 Yearbook (Hard Cover) 
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are ! happening here that not only shape the re- 
و‎ dow و‎ SOC the entire world. The Asia 1986 


a historic year in South Asia, and analysing US 

lvement in Asia — but you will find familiar chapters 
eatures as well: a portrait of The Region, The 

r Game, Population & Food, Development Banks, 
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The new government madeea public 
commitment to counter anti-national 
tendencies in the state with which Ab- 
dullah was accused of siding. 

But New Delhi was to be disil- 
lusioned soon. Early this year, anti- 
Hindu riots erupted in Anantnag, the 
stronghold of Islamic fundamentalists in 
the Kashmir Valley. The Shah govern- 
ment's hold over the people remained 
tenuous and Abdullah continued to be 
viewed as the uncrowned leader of the 
state. So Congress pulled the rug from 
under Shah's feet in March and began 
making overtures to Abdullah, after 
suspending the state assembly and put- 
ting the state under the governor's rule. 

Abdullah spurned suggestions of a 
coalition with the Congress. Instead he 
demanded the dissolution of the state 
legislature and fresh elections, in which 
he hoped to pull off an impressive vic- 
tory. New Delhi was not inclined to 
meet his demand but instead continued 
its overtures to him. After a meeting 
with Prime Minister Rajiv Gandhi in 
August, Abdullah seemed a changed 
man. He publicly affirmed his “total 
faith" in the prime minister and de- 
clared that compromise proposals on 
fresh elections would be in the best in- 
terest of the state and India. 

Abdullah was appointed leader of 
the large Indian delegation to Mecca, 
but during the pilgrimage, he sparked 
off a controversy after meeting Sikan- 
dar Hayat Khan, chief minister of the 
Pakistan-held part of Kashmir. On re- 
turning home Abdullah refuted sugges- 
tions of pro-Pakistan loyalties and told 
his critics: “I may be a Muslim but I am 
an Indian Muslim and not a Pakistani 
Muslim and will not change even if I 
were to meet the devil." 

He also shared the platform with the 
Congress chief in the state, Mufti 
Mohammed  Sayed, and the two 
pledged to work together for the good 
of the state and unity of India. It was no 
longer the confrontationist Abdullah 
who three years ago had claimed he be- 
longed to the mainstream of India's op- 


position politics and even hosted a con- — 
clave of the country's opposition leaders: 


to demand greater autonomy for the 


states. Abdullah's strategy appears to 


be to make his peace with Congress in 
the interests of political stability in the 


state and his return to power. But he is: 
finding it difficult to sell the new line to- 


his party followers. 

Congress is aware that it can not win 
the state elections either on its own or 
with the support of the discredited 
Khalida faction of the NC. Therefore, it 


is pressing Abdullah for an electoral al- 


liance which would mean his followers 
cannot contest all the 42 seats in the 
Kashmir Valley in a legislature of 76 


seats, thus effectively denying an abso- 


lute majority for Abdullah in the new 
state assembly. The price for Abdul- 
lah'sreturn to power is a coalition. D 
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Farooq Abdullah addressing a public meeting in Srinagar. 
INDIA 


In search of power 


The Congress makes an alliance of convenience in Kashmir 


pute with Pakistan leading to three wars 


since 1947. 
Sheikh Mohammed Abdullah, 


۲۵۲۵۵۵ 5 late father, had dominated the 
state's politics since its controversial ac- 
cession to India in 1947. The Sheikh, 
known as the Lion of Kashmir, had 
headed its first representative govern- 
ment until he was charged with treason 
and jailed in the early 1950s and later 
exiled from the state. After jailing the 
Sheikh, the Congress ruled the state — 
either directly or through proxies — but 
did not win elections in which the NC 
took part. 


۳ 1974, Congress, which was then 
ruling the state, realised that its gov- 
ernment lacked legitimacy while the 
secessionist challenge was building up. 
So it offered the leadership of the gov- 
ernment to the Sheikh who later won by 
a landslide in elections. Following the 
Sheikh's death in 1982, his son became 
the chief minister with the support of 
then prime minister Indira Gandhi. 

But the Congress made an ill-advised 
and unsuccessful attempt to capture 
power at the 1983 state elections and in 
the process forced a polarisation along 
religious lines. It won most of the seats 
in the Hindu-dominated Jammu region 
while the NC reigned supreme in the 
Kashmir Valley which has an over- 
whelming Muslim majority. 

Frustrated over its failure to wrest 
power even after the indomitable 
Sheikh’s demise, the Congress 
exploited a feud in the Abdullah family 
by pitting Abdullah against his sister's 
husband, Ghulam Mohammed Shah, 
an aspirant for the Sheikh’s mantle. The 
feud resulted in splitting the NC, with 
Abdullah’s sister Khalida heading the 
breakaway faction. With the support of 
the Khalida faction and Congress legis- 


By Mohan Ram in New Delhi 

he ruling Congress party is mak- 

ing yet another about-face for politi- 
cal convenience in the sensitive border 
state of Jammu and Kashmir. In July 
1984, the Congress toppled the state 
government of Faroog Abdullah by en- 
gineering a split in his National Confer- 
ence (NC) party. Now it is seeking an 
accommodation with Abdullah to share 
power in the state. 

Abdullah was ousted by New Delhi 
ostensibly because he was thought to be 
hobnobbing with anti-Indian elements 
in the state. But the Kashmiri leader has 
grown more popular out of office and 
pro-Pakistani religious groups in the 
state have become more assertive in the 
past two years. 

Two recent events highlight the di- 
lemma of the Congress in Kashmir. At 
the beginning of September when Ab- 
dullah returned from a pilgrimage to 
Mecca, his welcome in Srinagar, the 
state’s capital, was tumultuous. The 
streets were filled with huge banners 
hailing him as the “deliverer” of 
Kashmir. The crowds were so big that it 
took eight hours for his motorcade to 
traverse the few kilometres from the air- 
port to his downtown party office. 

Later, on 9 September Srinagar ob- 
served a general strike against the stag- 
ing in the city of the one-day India-Aus- 
tralia cricket match. The call for the 
strike which shut the city down came 
from pro-Pakistan and Islamic fun- 
damentalist organisations. At the end of 
the day. the city resounded to the burst- 
ing of firecrackers to celebrate India's 
defeat in the match. 

While Abdullah demonstrated his 
unchallenged political supremacy in the 
Kashmir Valley, the unseemly happen- 
ing on 9 September underlined the 
gfowing secessionist challenge in the 
state which has been the subject of a dis- 
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hold ds as ^ retrogr RIVE. ver, 
Deng himself has said that "if we do not 
develop the productive forces and if we 
do not improve people's living stand- 
ards, it cannot be said that we can meet 
the needs of socialism." 

A serious probfem is that many of 
the peasants, having suffered under 
Mao's policies between 1958 and 1978, 
are wary of some fresh change in the 
leadership which would force them back 
into communal farming. The first cen- 
tral directive of 1985 tried to reassure 
them by declaring: “The contract-re- 
sponsibility system, with remuneration 
linked to output and the practice of 
peasants carrying out their undertak- 
ings on a family basis, will not change 
for a long time.’ 

A more immediate fear on the part 
of peasants who have gone in for more 
profitable crops, or entrepreneurial 
work such as trucking, is being milked 
by local cadres on the grounds that some 
of their earnings should go to help fi- 
nance local amenities. Money obtained 
in this way may be diverted by the 
cadres to unauthorised uses. 


At the root of most agricultural 
problems in China is the question of 
whether the producers are motivated by 
administrative means or by economic 
levers. The fashionable view is that 
within certain limitations, economic 
stimulation of the peasants’ will to pro- 
duce is better than administrative fiat. 
Rural cadres were accustomed for 
nearly three decades to dictate to the 
peasants what and how much they 
should produce. 

Now that state assignment has been 
abolished, production depends on 
the peasants’ judgment and adherence 
to an annual contract with the market- 
ing organ. Nonetheless, media discus- 
sion of this question usually includes lip- 
service to the need for some administra- 
tive guidance for the producers. 

A danger inherent in the contracted- 
responsibility system is that important 
rural facilities such as dams may be neg- 
lected, because work on them is not im- 
mediately profitable and nobody is 
specifically assigned to maintaining 
them. One of the undoubted benefits of 
Mao's rule was the large number of 
farmland hydro-projects which he had 
built. 

On the whole, such amenities benefit 
the poorer peasants more than the rela- 
tively well-off. Genuine poverty is still a 
big problem in China's rural areas, and 
rather than giving the poor direct sub- 
sidies, the authorities prefer to make 
loans to them to enable them to exploit 
local resources more efficiently and bet- 
ter themselves. 

Rural banks have been repeatedly 
criticised for not taking a more forward 
stance in lending money to the peasants, 
especially the very poor ones, who are 
in danger of being overlooked in the 
current march towards higher peas#ht 
incomes. 
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i Cash-crop cadres 


Farmers appear a little too enthusiastic over reforms 


age of jobs, housing and public 
facilities, and this has become a heavy 
burden on the state. Of course, with the 
development of construction, the state 
will continue to recruit workers from 
the countryside in a planned way, but it 
is certain that the figure will not be a big 
one.” 

Clearly, China wants to avoid the 
terrible social consequences of indus- 
trial revolution as it was pioneered in 
the West, with men, women and child- 
ren pouring into newly industrialised 
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Transporting Um 3 no match for cash crops. 


cities which rapidly turned into slums. 
By spreading much of the country’s low- 
technology industrial growth over 
thousands of small or new townships, 
the conditions for industrial workers 
can be made less gruesome than those 
experienced in Europe in the 19th cen- 
tury. 


Ithough the rural reforms imple- 
mented by Premier Zhao Ziyang, 
with the approval of elder statesman 
Deng Xiaoping, are officially accepted 
throughout China, there is considerable 
resistance to them among rural cadres, 
who believe that progress is measured 
by the degree of public ownership in any 
given area. 
Such cadres consider the present sys- 
tem of output quotas based on house- 





Another cause of loss of arable land - 





. By David Bonavia in Hongkong 
EE hina’s new agricultural policies 
| have been pulling in two different 
| directions, and there is serious concern 
| in Peking at the sharp fluctuations in 
| | supply and demand of many important 
| commodities. i 
There are two distinct views in ruling 
circles and among low-level rural cadres 
| concerning the extent to which the 
| country's 400 million able-bodied peas- 
| ants should be encouraged to diversify 
| their output at the expense of grain pro- 
| _ duction. After a record grain harvest in 
. 1984 output fell in 1985. 

The basic problem is that the peas- 
pas have reacted more enthusiastically 
_ than expected to the reforms in agricul- 
| ture initiated in 1979, under which fami- 
(dy farming has become the norm again, 
and the people's communes master- 
X minded by the late chairman Mao 
— Zedong have been abolished. 
Responding to the central au- 
T - thorities call for more rural industry 
= centred round small townships, peas- 
3 ants and cadres in many rural areas have 
` taken land out of the agricultural sector 

i: 7 to build workshops and plants. In addi- 
— | tion, land has been converted to grow- 
ing cash and industrial crops. 




















is the conversion of the less-fertile terri- 
. tory to animal husbandry and forestry, 
| according to the Peking Economic 
mn Weekly. However, this is part of the pre- 
E. sent leadership' s policies, so it is likely 
to continue. 
3! The remedy most widely prescribed 
1 nd Chinese economists and agronomists 
_ is to build special “grain bases" — areas 
- Which are encouraged to specialise in 
rain and given financial and technical 
= | help. However, the much higher in- 
P". comes now being earned from oilseeds, 
| | silkworms, meat, fruit, vegetables, light 
— | industrial products and so on cannot 
easily be matched by aid and subsidies 
to farmers in "grain bases." 
` The Peasants’ Daily has been dis- 
D ine the problem of finding jobs for 
former agricultural workers who will be 
J seeking work in the industrial sector, as 
- agriculture becomes more mechanised. 
b It went so far as to say that peasants 
14 . Should be moved into industrial jobs in 
| order to force the remaining farmers to 
_ be more productive. 
| However, the official organ ruled 
| out the possibility of absorbing new in- 
|* dustrial workers in big cities. 
“Imagine how many houses would 
-| need to be built, how much land would 
| be used, and how many public facilities 
M | would be needed," it said. *At present, 
| the cities are faced with a serious short- 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen: 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you ~to be part of your 
life — simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe - 
because it's for a lifetime. 
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Patek Philippe S.A. 
41, rue du Rhone - 1211 Geneva 3 - Switzerland 
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| Consider, for example, how our Global Operating and Information Services team. . 
caters to the special needs of an international French bank. ۱ "We C 
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. ate independently. Numerous U.S. clearing banks were serving their money transfer need 

. .. Because of our close relationship, Bankers Trust saw the advantages headquarters and. 

.... branches would gain by centralizing their U.S. dollar clearing activities. — 

"1 What we offered was not a plain, off-the-shelf solution, but a customized pacl age 

Our state-of-the-art technology gives headquarters and branches the accurate, tir 

money transfers they want. Headquarters now gets the overview it needs. And everyo 

—— . benefits from up-to-the-minute information. We set it all forth to exacting standard s 

EE acked by constant attention to even the smallest details. ay 

` And because we have become their lead clearing bank, we provide this extraordinary _ 


P l 1 service at a very ordinary price. ~ 
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Therevolutionary Airbus concept, 
already chosen by over 50 of the 
world's leading airlines. 

The Airbus family, offering reduced 
airline operating costs worldwide. 
The Airbus family, consistently setting 
new standards in passenger comfort 
and marketing opportunities. 
And now the all new Airbus A320. 
Years ahead of the competition and 
first with the right answers for 
the 150 seat market. 

Airbus, the most advanced family 
of jetliners in the world. 


^, Airbus Industrie 
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Airbus — the world's most advanced family of jetliners. 








EXTINGUISH FIRES 


IN FIVE SECONDS 


Even before premises have been evacuated, Pyroforane automatically sets to work, 
extinguishing an outbreak of fire in the space of 5 seconds. 

Because of its instant, total flooding effect, with no risk to personnel and equipment, 
Pyroforane is particularly suitable for the protection of vital areas within buildings : 
- areas where items of high value are concentrated (computer rooms, museums, strongrooms...) 


- areas with essential functions (control rooms, telephone exchanges, tape stores, ships engine 
rooms...) 


- areas at high risk (solvent storage areas...). 





To obtain complete information on Pyroforane 1301, send this coupon to Mr. Larsen, ATOCHEM CHINA, 810 Ocean Centre, Canton Road, 
Tsimshatsui, Kowloon (Hongkong) or Mr. Auvigne, ATOCHEM SOUTH EAST ASIA, 36 Robinson Road, 08-05, City House, Singapour 0106. 
Name FEE.86 ® 
Job function 


Address 


Company 


ATOCHEM j 
ATOCHEM pyroforane 


3001 Pars La Dalenas f he i fire figh 

La LC 2 1 ex é 

52081 Pars La Dalenas France the instantaneous fire tighter 
Tél. (1) 49.00.80.80 - Télex: ATO 611922 F 


Two ways of flying to Scandinavia. 


Wake up in Bombay, Delhi or Abu Dhabi. 


Or sleep all night on SAS. 


We agree with you that sleeping through landings ^ prises until the following morning. 

and take-offs is near enough to impossible. So The principle behind today's SAS is simple. 
rather than interrupt your journey and your night's — We're making it easier for people who travel on 
sleep with a stop somewhere in India or the Middle ^ business. 

East, why not fly nonstop from Bangkok? Just a 


short hop away from anywhere else in Asia. MOLY PAN 
* Then it’s SAS non-stop. All the way to Copen- / 


hagen or Stockholm. Sweet dreams and no sur- The Businessmans Airline 


SAS. BANGKOK 253 8333. HONG KONG 5-665978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 584110. KUALA LUMPUR 2426044. 








ae 
۳ 


e WHATEVER the worldwide impact | |. 
of the films, the -TV series and the | | 
books, I’m sure Hongkong will go on | - 
having identity problems — and we'llgo | - 
on receiving letters addressed to Hong- | - 
kong, China; to Hongkong, Taiwan; to | | 
Hongkong, Japan and even to Hong- | - 
kong, Macau. The Pakistan daily news- | | 
paper, Dawn for example, reported the | 

opening of the Hongkong Bank's new, | — 
splendiferous building in April with the | | 
headline: i 





China’s leading 
foreign . | 
bank has fast growth | 


| KARACHI, April 6: The Gover- ۱ 

: ۱ ۰ d has been one of the world's fastest 4 | 
nor of Hongkong, Sir Edward growing, most profitable and com: |} 
Youde, will officially open Hong- petitive banks. m 

,kongBank's new building in Hong ^ The bank first opened its doors K A 

: Kong on Mgpdav. Press re- for hair mL RE ۳ ام‎ ۱ 


















e ONE man who lacks enough sensitiv- 

ity to have an identity crisis is South Af- — 
rica's Foreign Minister Pik Botha, men- | — 
tioned in these columns last week. Some | 
light was thrown on his claim that he - 

would give his blessing to his daughter's. | — 
marriage to a black when journalist Eric | | 
Ellis obtained a copy of a report filed by | | 
the chief purser on board a recent 
Cathay Pacific flight from Osaka to | — 
Hongkong. Botha and others of his 11- _ E 
member entourage “apparently did not | | 
like the sight" of two black Nigeri- | - 
an businessmen who were also seated | | 
in the first-class section, the purser | - 
Raymond Chan reported. Botha de- |. 
manded to know their identity, nation- | - 
ality and why they were travelling first — 

class. According to the purser Botha | 
then added: “We would never have 

taken Cathay if we knew you put these | - 
people on board.” Presumably Botha |. 
would accept a black son-in-law, butnot | 
as a CO-passenger. اس‎ 
e IDENTITY is important in business | | 
too. Our LETTERS columns this week — 
feature a missive from an executive as- | - 
serting the pre-eminence of his product | | 
in the “cola segment" of the soft drinks 

market. I wonder what his reaction - 
would be to a photograph (taken by | — 
Jock Mackie, the former boss of Wat- | . 
sons, the Hongkong bottlers) recently | _ 
in the Friendship Hotel in Lanzhou, | 
Ganzu province (he's still not sure € 
tins of Pepsi got themselves shrink- | 
wrapped in a Coke tray): 13 

















which in real life had occurred over a 
period of several years, cramming them 
for the purposes of the novel into a mat- 
ter of days, making Hongkong appear 
even more frenetic and mercurial than it 
is. But action-packed is what such a film 
should be, and each drama will help 
provide the series of climaxes de- 
manded by a mini-series. 

€ AND the writer has a couple more 
trumps up his sleeve: a superbly illus- 
trated story book for children due out in 
the autumn about the adventures of a 
little Australian girl and a Japanese 


midget apprentice wizard named 
Thrump-O-Moto, plus yet another 
Hongkong-linked saga. This is 


Whirlwind, due out next month. The set- 
ting is the Gulf in 1979 and the action in- 
volves “feudal khans, party aparatchiks, 
Teheran bazaaris, militant mullahs" 
— plus the CIA, MI6 and the KGB. The 
heroes just happen to be helicopter 
pilots working for — what else? — the 
Noble House of Straun. So there's 
more publicity for Hongkong, just when 
it’s needed most — and quite a lot of it: I 
hear Whirlwind is making a publica- 
tions industry record: more than 1 mil- 
lion hardback copies were ordered in 
the US alone in advance of publication. 
€ TEN years ago, Clavell wrote us a very 
nice Letters to the Editor (REVIEW, 22 
Oct. 76): ‘I thought I would write to 
commend you and your contributors for 
vour continued excellence both in the 
quality of your reporting and the high 
standard of the writing. 

For anyone interested in the Far East 
of Asia in general, the Far Eastern Eco- 
nomic Review must surely be obligatory 
reading now — for amateur or profes- 
sional alike — in all sorts of rare places 
and behind all kinds of curtains and in a 
few closets besides. Certainly I look for- 
ward with glee to each cliff-hanging 
weekly instalment of the greatest story 
in the world, for certainly this is the cen- 
tury of the Pacific and the Far East, the 
centre of the earth — with Hongkong its 
somewhat itchy navel. 

You unfold the story beautifully and 


the people of the story — the princes 


and paupers and politicians and villains, 
all bees around the honeypot en route to 
their own personal version of Nirvana. 
“Aeeyah, you do it very well never 
mind!” May-may might say, “Fantasti- 
cal!” Please keep up the goodies! 
Again, a hearty thank-you.’ 
e SO, evidently the REVIEW was one of 
Clavell’s source materials; he writes a 
complimentary letter; we get an exclu- 
sive show-biz story (not on our usual 
beat — remember you read it here 
first!), and he gets what I trust will prove 
to welcome advance mention of all the 
goodies he has to come. “Kissee, kis- 
see," they call it in Hollywood, though I 
prefer MGM's old slogan, “Ars Gratia 
Artis” — which is of course dog Latin for 
“You scratch mine and I'll scratch yours.” 


@ DURING a holiday in Europe, Asia 


seemed much further away than a long, 
long airflight: all the talk was of Gaddafi 
and terrorism, bombe and hijackings, 
incendiaries and forest fires, nuclear 
fall-out and radiation effects, the 
vanishing American tourist and football 
hooliganism (the murderous violence of 
the yobboes from England's soccer ter- 
races has resulted in other Europeans 
giving a very wide berth indeed to 
groups of British youths, however harm- 
less they may appear). 

"Oh yes,” some of the better-in- 

formed asked, *what is going to happen 
to Hongkong in 1997?" — as if anybody 
knows. 
e HONGKONG, however, is about to 
receive a deluge of publicity and an im- 
pact on the minds of the great English- 
reading and viewing publics which all 
the PR budgets of trade development 
councils and tourist associations could 
not drum up in 1,000 years. The pen of 
James Clavell is about to do for Hong- 
kong what Shogun did for Japan. No, I 
do not refer to the long-delayed making 
of Tai-Pan which the daughter of Dino 
De Laurentiis, the man who ended up 
with the much-bartered film rights, was 
quarrelsomely filming in Canton a few 
months ago, though that will doubtless 
play its part in overcoming the wide- 
spread impression that Hongkong is al- 
most anywhere but where it really ts. 

The main news is that any differ- 
ences over the film rights to Clavell's 
Noble House have been settled. The 
film — which promises to be a block- 
buster TV mini-series, if not a movie as 
well — will be made under the De 
Laurentiis studio mark, but Clavell will 
oversee the operation and the executive 
producer will be Eric Bercovici (who 
produced the film/TV mini-series Sho- 
gun). The “Noble House” of the book is 
of course a thinly disguised version of 
Jardine Matheson, still run by lineal de- 
scendants of Straun, the founder-taipan 
of the earlier book. 

Already sites for location shots are 
being identified and the shooting will 
begin in December, probably with 
Richard Chamberlain (again playing a 
Brit as he did in Shogun) taking the 
taipan role. The series is slated for its 
debut on a major US TV network for 
the autumn of next year, so they will 
have to get their skates on. The 
backdrop will be the Hongkong of 
today, not of the 1960s when the book 
was written, so the skyline will feature 
Connaught Centre and Exchange 
Square (though I doubt if there will be 
any mention of holding companies in 
Bermuda). 

e CLAVELL was criticised for filling 
the pages of Noble House with a drama- 
tic series of events — a stock exchange 
bogm, a floating restaurant fire, a land- 
slide, business scandals, a stock ex- 
change bust and much, much more — 
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Flying Fish Cove: challenge to Australian sovereignty. 


become a base for offensive air opera- 
tions.” 

Christmas Island was transferred to 
Australia in 1958 just before Singapore 
gained self-government, in return for a 
small payment to Singapore. The deal is 
still said to rankle the older-generation 
Singaporean leaders. 

Having gained control, Canberra 
was content to let the BPC run the phos- 
phate mine as before and kept Singa- 
pore ordinances in force as the island’s 
legal regime. Workers were recruited 
from Malaysia and Singapore on wages 
that were a pittance by Australian 
standards. 

This continued until the late 1970s 
when, with encouragement from the 
Australian Council of Trade Unions 
(ACTU) then led by Bob Hawke (now 
prime minister), the island's workforce 
formed the Union of Christmas Island 
Workers (UCIW). Guided by a full- 
time general secretary from the main- 
land — former Perth unionist Gordon 
Bennett — the UCIW campaigned for 
Australian parity wages and conditions, 
eventually conceded in 1979, 


O° the recommendations of an in- 
quiry, Canberra took sole responsi- 
bility for the phosphate operation from 
the old BPC, replacing it with the Phos- 
phate Mining Corp. of Christmas Island 
(PMCI). As well as coverage by federal 
labour awards, island residents were 
also given permanent resident status en- 
abling them to settle at any time on the 
mainland. Many public services were 
detached from the company and handed 
to the Christmas Island Services Corp., 
governed by an elected island. assem- 
bly. 

While worker apartments are small 
by Australian standards, net earnings 
are high — averaging about A$21.000 
(US$13,000) a year after tax (half the 
general Australian rate), and housing, 
utilities and airfares for annual leave in 
Malaysia. Few Australian workers 
would have such disposable income, 
and though many workers still grumble 
about their exploitation in earlier days 


they have, swiftly made up for it. Bask 
; branches en the island n average 


balances of about A$60 
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Minefield of miners 


A former phosphate-rich island poses problems 


Social institutions such as the once 
Whites-only Christmas Island Club and 
the Golf Club now declare themselves 
open to all. However, mutual recrimi- 
nations are not far from the surface, and 
easily emerge during an industrial strife. 
Canberra still has some way to go, it 
seems, in what some have called inter- 
nal decolonisation. 

Christmas Island showed no sign of 
previous habitation when discovered by 
a British ship in 1615. Subsequent visits, 
by Charles Darwin among others, re- 
vealed it to be a breeding ground of sev- 
eral rare or unique bird species, includ- 
ing varieties of the booby — so named 
because it often loses the fish it catches 
to more agile seabirds. 

Discovery of large phosphate depo- 
sits led to British annexation in 1888 and 
settlement by the Clunies-Ross family 
who began phosphate mining in 1897. 
The island itself was administered from 
the Straits Settlement and later Singa- 
pore. In World War II it was occupied 
by Japan after the Indian garrison mur- 
dered its officers and surrendered. 

After the war Australia and New 
Zealand bought out the phosphate 
mine, giving management to the British 
Phosphate Commissioners (BPC) who 
also ran similar operations in Nauru and 
Ocean Island in the Pacific. With inde- 
pendence for Singapore in the wind, 
Canberra also pressured London for a 
transfer of sovereignty. 

Cabinet documents released under 
the 30-year disclosure rule show then 
external affairs minister Richard Casey 
and territories minister Paul Hasluck 
urging Australian control in a 1954 
paper. They quoted military judgment 
that the island offered a staging post for 
fighter reinforcements to Singapore, 
vastly superior to other routes around 
Indonesia, and that “should ۷۷ 
lost, a strip on Christmas Island could 





By Hamish McDonald in Christmas Island 


E sought by the Australian 
Government 30 years ago as a valu- 
able military stepping stone into South- 
east Asia, the Indian Ocean territory of 
Christmas Island these days seems more 
a badly exposed pawn than a castle from 
a strategic viewpoint. 

With the imminent exhaustion of the 
island's high-grade phosphate deposits, 
once deemed vital for the farms of Aus- 
tralia and New Zealand, the social and 
economic aftermath is also causing un- 
familiar problems for Canberra. Should 
these not be solved, some observers 
even fear Australian sovereignty could 
be placed in question. 

A labour dispute on the island, 
which held up phosphate exports to 
Asia in mid-September, is more than 
just a wrangle over compensation for 
winding down an uneconomic mining 
operation — the kind which has racked 
mainland Australian mining towns for 
the past two years. The difference is that 
most of the workers involved are 
Chinese and Malays most of whom 
barely speak English, and Christmas Is- 
land is only 360 km south of Java. 

The island's population of about 
2,000 lives around Flying Fish Cove — 
the only safe anchorage on the cliff- 
lined shore — in three distinct commu- 
nities. 

About 80% are Chinese, mostly 
Hokkien-speakers from Penang, who 
live at Poon San high up on the hillside 
in apartment blocks surrounding their 
community centre and two restaurants. 
The Malay compound — apartment 
blocks and a mosque — is down on the 
beachfront. Mine management and civil 
servants, mostly White Australians, live 
in bungalows amid extensive gardens 
some distance further around the sea- 
front 

The 135-km2 island has come a long 
way from its former racial stratification. 
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| status, and wants a special | 
deal to allow domestic air- | 
lines to fly through Christmas | 


Island into Asia. COME 
But the Norfolk Island | 
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“I am worried the union will | 


push it so far that ultimately | - 


Australian sovereignty will | 
۳3 


be put in jeopardy." E 
Neither the Dutch nor the | 
*Indonesians after them have | 
disputed sovereignty, which |. 
Canberra declares “well-es- | 
: 
m 
i 
if 


J 


tablished.” Jakarta did indicate concern 
in 1973 at rumours that the Gough | 
Whitlam government would return the | 
island to Singapore. Jakarta does watch | 
closely for any signs of military use, | 
however, in both Christmas Island and | 
the Cocos Islands. A Radio Republik | 
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Indonesia broadcast in 1984 said the is- | 


lands could become “a formidable for- | 


tress at the entrance of the Sunda | 


Strait." E 

The airstrip has been used as a fall- | 
back staging post for Australian air | 
force fighters flying to Singapore and | 
the Butterworth Air Base in Malaysia, |. 


most recently earlier this year when Bali | | 


TS 


also use the island as they watch Soviet | | 


was closed by US President Reagan's - 


visit. The short-lived withdrawal of | - 


landing rights by Jakarta to Australian | 
aircraft recently added to this value. | 
Australian P3C maritime patrol aircraft | 


AN 


naval movements through Southeast | 
Asian straits. d 
To avoid alarm in Indonesia, Can- | 
berra would have to make less use of | 
Christmas Island for its aircraft. At the | 
same time, various Australian defence | 
reports point out that the island, so | 
close to Java, could be difficult to de- | 
fend and highly expensive to retake. | 
The recent officially sponsored report | 
by analyst Paul Dibb on Australin de- |. 


fence carried a secret annex discussing | - 


the contingency of a Falklands-style | 
grab by Indonesia, naturally assuming a | 


vastly changed bilateral relationship. _ 13 
Recently retired Australian air force 


chief air marshal David Evans said that | 


while the Cocos Island should be held, | 
Australia would have little to gain anda |. 
great deal to risk by defending Christ- 1 
mas Island. A more sensible strategy | 
would be to make it clear that hostile ac- | 
tion would evoke a severe response. | 
The island is hardly a showcase of € 
the best features of Australia, how- | 


ever. Some senior Singaporeans make | — 

it plain to Australian visitors they feel | | 
they could have done better. They also | — 
express feelings that should Austra- e| - 


>. 


could end up in Indonesian hands. Like ~ 
the booby, this view runs, Australia 


lia let things run down, somehow it ۳ 


could lose its morsel to a more asstrtive | . 
bird. 11 ۱ I E 
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PMCI president Cheng Hang (second left), and Bennett (centre): alleged discrimination. 


late 1988 and will offer only about 200 
positions, for which non-English-speak- 
ing ex-miners might not be qualified. 

Allegations of racial discrimination 
are already flying thick, and fast from 
union secretary Bennett and other lead- 
ers. Some observers find this ironic. 
They say the Chinese union majority 
has, in the past, given a hard time to the 
Malays, employed mostly in service 
jobs, and encouraged them to bear the 
brunt of retrenchments. Nevertheless, it 
is a chord that would undoubtedly re- 
sound in Southeast Asia. 


T union alleges the redundancies 
are part of a government plan to de- 
populate Christmas Island of its Asians 
before handing any new jobs to main- 
landers. One non-union visitor also 
claimed to have sighted a Department 
of Territories document suggesting re- 
population with people *more attuned 
to the mainstream of Australian life." 
The head of the department's Indian 
Ocean Territories branch, Claire Clark, 
categorically denies that such a docu- 
ment or anything like it exists. She said 
programmes were ready to keep all the 
sacked 150 on the island. 

On its part, the mine management 
alleges Bennett has been carried away 
by a “Lord Jim" complex. Bennett him- 
self, who also controls the seven-out-of- 
nine union majority in the island assem- 
bly, declared that the UCIW could bet- 
ter run the mine than the present "in- 


| competent" managers. “As far as we are 


concerned this place belongs to us, not 
the Commonwealth [federal| govern- 
ment, because it was all built by paying 
us very low wages until 1981," he said. 

The union’s Canberra lobbyist, 
Peter Cullen, said the islanders ulti- 
mately wanted the same political system 
as Australia's Pacific territory of Nor- 
folk Island, whose people set their own 
taxes, laws and immigration controls 
with Canberra's approval. 

The Department of Territories does 
encourage the emergence of local au- 
thority, and is studying some 150 propo- 
sals of varying degrees of seriousness for 
new local industries and educational 
services to make it a "bridging-place" 


‘between Australia and Southeast Asia. 








Parity has been two-edged, how- 
ever, as it has pushed mine management 
to move away from the former labour- 
intensive operation. PMCI staff were 
cut from 1,628 in June 1981 to 619 in 
June this year. With ore grades declin- 
ing on the island and competition from 
cheaper ore in Florida and North Af- 
rica, management recently drew up a 
plan for 150 further lay-offs to keep the 
mine operating another three years 
while alternative employment could be 
generated on the island. 

Hawke's cabinet dropped a previous 
decision to close the mine by the end of 
1986, and agreed to a special A$4.5 mil- 
lion subsidy to cover a deficit expected 
in its current fiscal year ending in June 
1987. The ACTU also concurred. But 
the UCIW refused to cooperate. In- 
stead, it proposed that all island work- 
ers should take salary cuts of 25-30% for 
up to a year if mine staff could be main- 
tained at the current 550 or so until new 
jobs (rather than retraining and interim 
make-work schemes) were ready. 

This was rejected as impractical, 
with the company stating that a 50-60% 
wage cut would be required to achieve 
the same saving as 150 redundancies 
given the huge non-wage benefits. 
Hawke pointed out that redundancy 
payments, averaging nearly A$30,000 
for each employee, were “more gener- 
ous" than those for other Australians in 
hard-hit industries. 

Hawke authorised PMCI to proceed 
with dismissal of thc 150 redundant em- 
ployees. The union responded on 21 
August by handing in one-month notice 
of resignation by all its 290 mine-worker 
members, threatening immediate pay- 
off costs of perhaps A$25 million and an 
A$50 million addition to Australia's 
trade deficit. On 15 September, union 
bans stopped loading of ships bound for 
Asian markets — just after a purchasing 
team from the Japanese farm coopera- 
tive Zennoh arrived to negotiate a 
three-year contract. 

From the perspective of the main- 
land, Canberra seems to have the more 
reasonable position. The redundancy 
pay-outs are generous. The only major 
few employer on the horizon, an A$40 
million casino-resort, will not open until 
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guests being issued with special passes, 
police searching baggage and vehicles 
and guards patrolling lobbies armed 
with machine-guns and metal detectors. 
Tighter precautions* were also taken 
outside public buildings and on 18-19 
September plainclothesmen almost out- 
numbered the public on the streets and 
at the entrances to Seoul’s network of 
subways and underground arcades, 
which were unusually quiet as a result of 
people flooding into the countryside for 
the annual Chusok harvest festival. 

Police also searched more than 100 
university campuses and colleges in 
Seoul and other parts of the country. 
They seized Molotov cocktails and a 
large collection of other offensive mat- 
erials in an effort to head off the threat 
of anti-games demonstrations by radical 
students who have carried on running 
battles with riot police for much of this 
year. 

But despite a joint statement by the 
home affairs, justice and defence minis- 
ters threatening "forceful and resolute 


Seoul riot police outside Hanyang University, a Games venue. 


actions" against internal and foreign 
subversives intent on disrupting the 
games, six knife-wielding students did 


| succeed in a brief takeover of the mid- 


city Japanese Cultural Centre on 17 
September in protest against a weekend 
visit by Japanese Prime Minister Yasu- 
hiro Nakasone to attend the opening. It 
was the second time this year that the 
centre had been invaded, and it ap- 
peared to be a clear signal to the govern- 
ment that while the opposition parties 
seem prepared to call a political truce 
during the games, the radicals are 
not. 

Further evidence of hardcore stu- 
dent recalcitrance came the same day 
when riot police and demonstrators 
clashed on the Korea University cam- 
pus in what one professor said was the 
most violent demonstration in the past 


year. Korea and the city's two other 
most prestigious universities, Seoul Na- 
3 I 
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Shadow over games‏ ع 


Bomb blast increases tension as Asian athletes compete 


port blast. National police director 
Kang Min Chang has been quoted as 
saying that investigations will take a 
long time. Police, he said, had not ruled 
out the possible involvement of interna- 
tional terrorists or Japanese leftists in 
the attack. 

Initial statements linked the bomb- 
ing to the 1983 Rangoon massacre and 
to the explosion outside the US cultural 
centre in the southern city of Taegu a 
month beforehand. Diplomatic sources 
now say that some of the components of 
a second unexploded device recovered 
in the Taegu incident were similar to 
those found after the Rangoon explo- 
sion, which was triggered by three 
North Korean agents. They say, how- 
ever, that examination of the physical 





evidence in the airport case has not been 
completed and it is still too early to draw 
any conclusions. 


eae gy — and though they are 
regarded as a particular security 
headache — 174 affiliate members of 
Chochongnyon, the  pro-Pyongyang 
General Association. of Koreans in 
Japan, were permitted into South 
Korea three days after the airport inci- 
dent to observe the games and visit their 
hometowns. Only 10 days before, the 
Agency for National Security Planning, 
formerly known as the KCIA, an- 
nounced the rounding up of a claimed 
North Korean-directed, seven-man es- 
pionage ring whose alleged leader, 
Seoul National University professor 
Lee Pyong Sol, 48, is said to have been 
recruited by Chochongnyon in Tokyo a 
decade ago. 


Apart from the games’ venues them: | 
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. By John McBeth in Seoul 


| he 10th Asian Games may be under 
way after a characteristically spec- 
E opening, but the 14 September 
| bomb explosion at Seoul’s Kimpo Inter- 
| 1 national Airport, which left five people 
b. dead and 31 injured, has introduced an 
air of tension to the sports fesfival and 
E eased already tight security across 
| the sprawling South Korean capital. 
D. Although US military sources de- 
| scribed the visits as routine, observers 
| were also struck by the presence in 
| South Korean seaports during the open- 
| | OB phase of the games of 13 US 7th 
|E eet warships. The carrier USS Ranger 

and six escorts dropped anchor in south- 
E ern Pusan only a few days before the 
1 opening, while six other ships, headed 
| by the battleship New Jersey, ended 
their call in Pusan and moved north 
through the Yellow Sea to Inchon, 24 
miles west of Seoul. 

During the annual South Korea-US 
pen consultative meeting in April, 
| US Secretary of Defence Caspar Wein- 
OR ent efforts to ensure the security of the 
| Eme and the 1988 Olympic Games, 
nd both he and Defence Minister Lee 
a . Ki Baek agreed that their two countries 
a 1 aust remain “specially vigilant" during 
| this period and warned that any provo- 
. cation would not be tolerated. 
| South Korean leaders have made 
nuch of North Korean leader Kim Il 
| st ng's veiled warning at a rally on 8 
T March in Pyongyang that the issue of 
| the Olympic Games was “not a simple 
۳ | 2 ithletic question, but a serious political 
۱ A 5 pu Lee seemed particularly in- 
| censed by Kim's contention that “our 
A | P: B epic cannot sit idly by; it is more than 
ef natural for us to oppose and reject the 
| Seoul Olympics.” The same attitude, it 
a * felt here, applies to the Asian Games. 

| North Korea has boycotted the 
games, and talks in Switzerland on 
. Pyongyang's insistence that it host some 
of the Olympic events have predictably 
be ome bogged down. While the South 
<oreans have shown surprising flexibil- 
it on this count, it is clear they feel that 
Kim is only seeking to create embarrass- 
۱ ing problems in the organisation of the 
games and that he would never tolerate 
he wholesale influx of more than 
25,000 athletes, officials and journalists 
fiio his closed, draconian society, as he 
vould have to under the terms of any ar- 
ع‎ jangement mediated by the Interna- 
| tional Olympic Committee. 
B Despite the official finger of suspi- 
| cion pointing at North Korea, au- 
_| thorities have still to determine who was 
responsible for the mid-afternoon air- 
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Military maverick 


An ex—coup leader adds spice to presidential polls" 


former lieutenant-colonel Sayed Faruk 
Rahman, the ageing religious leader 
Moulana Hafezj1 Huzoor and Moham- 
mad Afsaruddin. An otherwise lack- 
lustre race against Ershad has become 
interesting with the entry of Faruk, who 
masterminded the August 1975 coup re- 
sulting in the assassination of then presi- 
dent Sheikh Mujibur Rahman and the 
eventual onset of military rule in the 
country. 

Faruk's candidacy has put the 
Awami League, which leads one of two 
major opposition coalitions, in a quan- 
dary. Mujib's daughter, Sheikh Hasina 
Wajed, now heads her father's party 
and symbolises his political legacy as the 
founder of Bangladesh. The other 
major opposition alliance, led by the 
Bangladesh Nationalist Party (BNP), is 
headed by Khaleda Zia, widow of Ziaur 
Rahman. After Mujib's murder, Zia 
emerged as the pre-eminent military 
leader and later became president after 
founding the BNP. Zia was himself 
murdered in a military putsch in May 
1981. 

Thus Faruk's 1975 coup put the 
Awami League out of power, while it 
helped Zia and later Khaleda's BNP. 
Faruk labelled his 1975 coup as a revolu- 
tion, but he has yet to elaborate his poli- 
tical philosophy or programme of ac- 
tion. Hasina and other Awami League 
leaders have charged Ershad of en- 
couraging Faruk to contest the election, 
a charge promptly denied by a JP leader 
who added that Ershad “had no connec- 
tion with Faruk's candidacy." Signifi- 
cantly, the BNP has not said anything 
against Faruk's entry in the political 
foray. 

Although the Awami League and 
the BNP, despite their differences on 
many issues, have made common cause 
in opposing the presidential election — 
which Ershad is likely to win — the 
emergence of Faruk could weaken the 
opposition's joint stand. 

Moreover, the Awami League's own 
opposition grouping is divided over the 
programme against the upcoming polls. 
Mohammad Farhad, general secretary 
of the pro-Soviet Communist Party of 
Bangladesh — a member party of 
Hasina's grouping — has declared that 
while his party opposed the polls it had 
no effective programme to put its stra- 
tegy into practice. Two other pro-Mos- 
cow allies of the Awami League are 
known to hold similar views. The divi- 
sion in the opposition ranks, with Faruk 
as a maverick attracting some following 
among voters, augurs well for Ershad s 


victory in the election. 





By S. Kamaluddin in Dhaka 


ith 12 candidates, including Presi- 

dent H. M. Ershad, contesting the 
presidential election scheduled for 15 
October, the military-backed Dhaka re- 
gime appears bent on completing what 
it calls the "transition to a constitutional 
rule." 

In so doing, however, the govern- 
ment is set on a collision course against 
the country's main opposition parties 
which have described the election as a 
"process to legalise an illegal regime," 
and have demanded Ershad's resigna- 
tion from the presidency as a precondi- 
tion for their participation in the polls. 
The oppositionists are also planning a 
mass movement against the polls, in- 
cluding a general strike on polling day. 

Joining hands with the opposition is 
the Supreme Court Bar Association, 


Faruk: creating a quandary. 


which is protesting several government 
moves involving the legal profession, in- 
cluding the decentralisation of courts. 
The lawyers’ body has also demanded 
Ershad's resignation and urged political 


parties and organisations of students, 


workers and journalists to start a united 
action against Ershad. 

On his part, launching his campaign 
on 18 September Ershad declared at a 
Dhaka youth rally that the forthcoming 
election would be *free, fair and peace- 
ful and no one will be able to resist it." 
Ershad, who came to power in a blood- 
less military coup in March 1982, re- 
signed as the army chief in August, a 
post he had held for more than eight 
years, to become eligible for contesting 
the election. He has since been elected 
chairman of the ruling Jatiya Party (JP) 
and named as its presidential candidate. 

Among the other 11 candidates, the 


only nationally known contestants are 
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of almast daily ant government pro- 


tests, many of them with heavy anti-US 
and at times anti-games overtones. All 
of Seoul's estimated 50 colleges and uni- 

versities, some of them the venues for 


. events, have suspended classes during 
. the games. IA 
| | South Korean officials are naturally 


anxious that the event goes off without a 


. hitch because of the importance which 


rests on its success as a dress rehearsal 
for the 1988 Olympics. The airport ex- 


. plosion was clearly an embarrassment, 
. but while the government seems ready 
. to go to almost any lengths to keep the 
-= games on track, the cultural centre take- 


over demonstrates that no security 


. screen is ever really effective against 
` random incidents. 






| 
| 


| 


| 


(۲ akasone spent the afternoon of 20 
3 ¥ September watching the colourful 
opening ceremony at the massive 
100,000-seat Olympic Stadium, across 
the Han River from the city centre. The 
following day, he plunged into talks 
with South Korean President Chun Doo 
` Hwan — a meeting that among other 
things may have served to smooth over a 
serious rift which developed over con- 
troversial statements made by recently 
fired Japanese education minister 
Masayuki Fujio on 8 September about 
_Japan’s colonial rule in Korea (REVIEW, 
18 Sept.). 


= Nakasone told a press conference 


later that Japan intended pursuing an 
"jnternationalisation policy" in the 
years ahead and in a clear reference to 


| the Fujio furore, he said: "Under the 


| basic understanding that Japan cannot 


exist in isolation from the world com- 


. munity, we will take lessons [in imple- 


menting foreign policy] from past his- 


` tory, including that of invasions.” 


. Nakasone’s visit, arranged about a 
month ago, was seen as partial compen- 


sation for the cancelled visit to Seoul of | 
Crown Prince Akihito, which caused 


considerable South Korean resentment. 
South Korean officials, for their part, 


. privately told the REVIEW that Seoul 


would not be satisfied until the Japanese 


. agreed to a much more deep-seated and 


longstanding demand — a sweeping re- 


vision of high school textbooks justify-. 


ing Japan's wartime actions in the coun- 
try it occupied for more than 35 years. 

It was not lost on observers that of all 
the 27 delegations attending the games, 
the 435 Japanese were the only athletes 
to wave South Korean flags during the 
-marchpast around the  rain-soaked 
۱ stadium. For the moment, the issue was 
likely to be transplanted from the politi- 
cal to the sporting arena. With China 
, likely to come out on top in the race for 

>» medals among the competing nations, 
the South Koreans were hoping their 
. hometown edge would present the Ja- 
 panese with a serious challenge for sec- 
ond place. Success there, in their minds, 
. would be sweet retribution indeed. D 
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The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world's largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People's Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 


"The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms. " 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country's economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels of doing foreign 


business, the forms of doing business 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do’s and dont’s through the use 
of enlightening case histories. 
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know how to show their gratitude" — 
Malay instead of opposition-leaning 
Chinese villages. 

» Religion, whefe in appealing that 
Umno guard against the opposition 
Parti Islam's (Pas) incursions, a 
Trengganu delegate shocked the audi- 
ence by noting that double Friday 
prayers — one by a government-ap- 
pointed imam (prayer leader) and one 
by a Pas imam — took place weekly in 
no less than 33 villages in his state. 

But amid strident demands that 

party leaders exert their power — “for 
to have power and not to use it is 
stupid," said a woman delegate — there 
were many lighter moments too. Datuk 
Musa Hitam — still Umno deputy presi- 
dent despite having resigned as deputy 
prime minister — was congratulated 
many times over on his recent marriage 
to a 28-year-old former model, now 
Datin Zulaikha Sheardin. And 
delegates still had time for the 
usual banter, risque jokes and 
pantun (Malay poems), the lat- 
ter often used for veiled politi- 
cal sparring. 

For this was the first party 
convention since the Mahathir- 
Musa split came into the open. 
Yet despite demands by one 
Johor delegate that the two ex- 
plain the circumstances sur- 
rounding their dispute to the 
assembly, in the end both lead- 
ers opted for the traditional 
Malay political art of shadow- 
play. 

Musa's support seems some- 
what diminished, first in 
view of the fact that Mahathir 
had led the party to win 83 
of the 84 seats it contested in 
the election, but even more so 
now after delegates proved 
critical of his strong opening 
speech. 

Addressing the Youth and 
Women's assemblies on 17 
September, Musa had warned 
delegates against falling victim 
to the "silent syndrome," whether vol- 
untarily or upon instruction, "every 
time an issue arises that requires your 
voice be heard or proper action be 
taken." He added: "This syndrome 
will take root when you are all insen- 
sitive or cold to current political de- 
velopment . . . or if you choose to be 
a mere commentator for statements 
made by certain leaders with the 
aim of attracting the attention of these 
leaders and becoming better known to 
them. : 

"If today you have continuity in 
leadership, do you have continuity in 
style and philosophy?" he asked. If not, 
he warned, “defects in the struggle" 
would emerge and the party could lese 
its. sense of direction. His words, just 
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Malay nationalism is predominant at party general assembly 


The New Economic Policy (NEP) — 
a policy of reverse discrimination in 
favour of the numerically larger but 
economically backward bumiputras (in- 
digenous peoples, especially Malays) — 
was also an emotive theme. As del- 
egates pressed for its extension beyond 
its original 1990 target, Mahathir said that 
whether or not the NEP as such was 
continued was not the point. The impor- 
tant thing is that its targets be achieved. 

“The National Front government 
will extend the policy until the targets 
are achieved because the policy mirrors 
our willingness to compromise and give 
importance to non-bumiputras," he said 





Mahathir: patience is limited. 


in his keynote address. “Let no one pre- 
sume that because we remain silent 
when our rights are challenged, we feel 
we are weak or in the wrong. We do not 
wish to rob other people of their rights. 
But let no one try to rob us of our 
rights," he said to thunderous applause. 
With elections for the party leader- 
ship still a year away, delegates had to 
content themselves with the less lively 
task of debating and passing three resol- 
utions reflecting Umno's major con- 
cerns: 
» Education, where heated discussions 
centred around Chinese demands that a 
controversial section of the Education 
Act be rescinded to guarantee the exis- 
tence of. vernacular 
Tamil) schools. 
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By Suhaini Aznam in Kuala Lumpur 


m mood was one of distinct Malay 
nationalism. As delegates to the 
37th United Malays National Organisa- 
tion (Umno) general assembly basked 
in the glow of its recent unprecedented 
election victory, Malay rights and 
Malay pride became catclhephrases in 


the packed hall — more so, it seemed, 


than in previous years. Umno is the do- 
minant partner in the ruling National 
Front coalition and voicings of Malay 
consciousness have always worried its 


. coalition partners. 


With Malay politicians repeatedly 
recounting that most of the Chinese Na- 
tional Front MPs had won only with the 


. help of Malay votes, and Chinese politi- 


cians blaming their losses on the govern- 
ment’s pro-bumiputra policies, racial 
polarisation has increased since the Au- 
gust election. Prime Minister Datuk 
Seri Mahathir Mohamad tried to keep 
an even keel by retaining the same racial 
composition in his post-election 


| cabinet, but down the line party mem- 


bers obviously saw little need for such 
concessions. 

Heated Chinese reactions to Kok 
Lanas MP Datuk Abdullah Ahmad’s 


| “Malay Power” speech just two weeks 
. earlier (REVIEW, 25 Sept.) provided the 


amp excuse for Malay rebuttles. “We 
lave given in so much," became a popu- 
lar refrain in conversation on the issue 
at the assembly. 

Mahathir himself was moved to 
point out that ^we were patient when 
they criticised the government. We re- 
mained silent when sarcasm was used in 
the papers, when several chauvinists 
talked as if the Malays had no rights in 
this country, as if this country were not 
originally the land of the Malays but 
part of a foreign land." 

When the four-day convention 
ended on 20 September, several non- 
Malay observers confessed to feeling 


` uncomfortable. No one knew for sure 


how much of the sentiments were meant 
for internal Umno consumption — for 


. purposes of party solidarity or winning 


popularity in the party hierarchy — and 
how much was actually a warning to 


. non-Malays outside the assembly. 


Umno is the trustee of Malay in- 
terests, and for as long as those interests 


. are not threatened, will also guarantee 
| multi-racial cooperation in the country. 
| Other National Front leaders invited to 


the opening ceremony could hardly miss 
Mahathir’s pointed message. “We are 


Still prepared to extend the hand of 


friendship to the other communities,” 


. he sgid. “But don't take us for granted. 


Our patience is not without limits." 
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stead of its traditional role — 


solidated his position — 
through Anwar's easy vic- | 


did not necessarily reflect - 
.Musa's demise. Syed 


sonal support — should it- 


Paduka Rafidah Aziz, a 
Mahathir ally, won uncon- — 


enough, Rahmah Othman - | 


chief post by 90 votes, 








obbying in the final run-up to 
„the elections in the Umno 
Youth and Women’s wings was 
keen at the party assembly, if some- 
what less expensive than in previ- 


ous years, as one insider cryptically — 


put it. 
In the event, Anwar Ibrahim, 
the incumbent, and a Mahathir pro- 


tégé, won 303 of the total 412 votes - 


cast in the Youth elections, com- 
fortably beating Syed Hamid Albar 


in what had been widely described | 
/. — and just as hotly denied — as a 
` proxy battle between the prime . 
minister and deputy party leader | 
` Datuk Musa Hitam. | 


An issue was Anwar's style 
of leadership, under which the 
Youth wing has begun reflecting 
the party leadership's stand, in- 


as a ginger group within 
the party. : 
But if Mahathir con- 


` tory, Syed Hamid's defeat 


Hamid is a relative un- 
known whereas Musa is a 
national figure who can 
command far more per- 


come to a showdown for 

the party presidency in 

1987. | : 
Women’s chief Datin 


tested, but interestingly 
won the deputy Women’s 


beating challenger Datin 
Paduka Zaleha Ismail, 
despite the latter hav- 
ing been “the leader- 
ships [Mahathir’s] 
choice." 


Since women rise no further 


than the party Supreme Council, 
however, the real victory belonged 
to Anwar. Son of an Umno family, 
rebel student leader and human- 


rights activist, Anwar, the then 


president of the Malaysian Muslim 


Youth Movement, had been per- 
` suaded to contest the 1982 general 


election on an Umno ticket by no 
less a person than Mahathir him- 
self. His rapid rise since then has 
drawn envy and suspicion as well as 
admiration — and the realisation 
that every step he takes brings him 


one step closer to being a possible 
future prime minister. : 
UE "o c — Suhaini Aznam 





rising star. 
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hours before the Youth and Women's 
wings elections, spurred incumbent 
Youth chief Anwar Ibrahim to later de- 
scribe it as *open support" for his chal- 
lenger, Syed Hamid Albar. 


Anwar responded that the Youth | 


wing could not be *forced into personal 
quarrels or made a tool of by any indi- 
viduals to further their interests and 
narrow political stand." “Datuk Musa 
feels that I am too new and [have] been 
promoted too fast," he added. 

Musa, usually a past master at being 
on target without pulling the trigger, was 
at times uncharacteristically direct. 
Exhorting delegates to trace Umno's 
ideals and performance in its 40 years of 
existence, he urged them to “examine all 
the successes and weaknesses of Umno's 
struggle under the respective leaders. If 
there are any shortcomings, it is your re- 
sponsibility and duty to put it right.” 

In what delegates saw as references 
to Mahathir's leadership, Musa also 
urged delegates to look at “prestige pro- 
jects” — an indulgence 
that Mahathir’s detractors 
have often accused him of 
— and the necessity for 
separating the political and 
business functions within 
the party, a clear allusion 
to party treasurer and Fi- 
nance Minister Daim 
Zainuddin. 

"Its an all-out ۲ 
now,” said one delegate, 
referring to the keenly 
anticipated party elections 
next year. 

But Mahathir himself 
refused to take up the chal- 
lenge and in his keynote 
address the following 
morning, stuck steadfastly 
to matters of national perti- 
nence: the economy, Chi- 
nese demands and Malay- 
sia’s international profile. 
A former Mahathir aide ad- 
mitted his relief that Maha- 
thir had ignored Musa's 
speech. And supporters 
approved his very “Malay” 
way of diffusing the situa- 
tion by refraining from. personal at- 
tacks. 

Accurately sensing the mood, Musa 
later humbly apologised to the Youth 
and Women’s wings “if I have inadver- 
tently hurt your feelings. I thought that 
this was the appropriate forum to raise 
these issues and I will always speak my 
mind when necessary.” 

Quick to grasp crowd sentiment, 
Musa artfully asked the crowd in verse, 
“why do you kick a deflated football?” 
diffusing any remaining antagonism 
sparked off by his earlier remarks. De- 
spite his few miscalculated risks, no one 
was prepared to write off a politician 
who, long ago, had learned to play his 
cards close to his chest, still leaving a 
question mark over his future plans. {J 


Anwar: | 
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Skeleton in 


the cabinet 


A parliamentary body unearths 
a martial-law scandal 


By Husain Haqqani in Islamabad 


T public-accounts committee of Pak- 
istan's parliament has implicitly ac- 
cused President Zia-ul Haq's martial- 
law cabinet of causing loss to the na- 
tional exchequer through faulty deci- 
sions. The committee's criticism of fi- 
nancial dealings under military rule are 
seen as an attempt by parliament to dis- 
sociate itself from Zia's martial-law re- 
gime. Scrutiny of past accounts by par- 
liament will somewhat placate demands 
for accountability over alleged corrup- 
tion and irregularities in government, 
though it is unlikely to result in the pro- 
secution of public officials. 

Decisions made by Zia as the chief 
martial-law administrator (CMLA) 
were granted immunity through a con- 
stitutional amendment last year 
(REVIEW, 17 Oct. '85). Opposition MPs 
are now seeking legal advice over whe- 
ther the immunity covers executive de- 
cisions such as awarding of government 
contracts or applies to only legislative 
and judicial actions. Opposition MP 
Sardar Aseff Ali, a member of the ac- 
counts committee said: “There is no jus- 
tification for immunity for executive ac- 
tions and the CMLA should be account- 
able for such decisions." 

Although several instances of waste 
of public money were cited, the par- 
liamentary committee's criticism fo- 
cused on the award of a shipping con- 
tract in 1981-82 to a companv owned by 
a member of the president's council of 
ministers, Mustafa Gokal. 

According to committee chairman 
Mohammad Ali Shah, Gokals Uni- 
marine Shipping Co. was chosen in 
1981-82 to transport 1 million tonnes of 
wheat from Australia at the rate of 
US$55 per tonne though the lowest bid 
for transportation had been US$35. The 
council of ministers had chosen to reject 
the lowest bid on grounds of the ship- 
ping company's inability to deliver the 
wheat from Australia within the stipu- 
lated time, but Unimarine also failed to 
meet the delivery schedule despite 
charging an extra US$20 million. 

During its investigation, the par- 
liamentary committee was informed 
that government agencies had found the 
then minister's shipping company guilty 
of "short landing" but no action or in- 
quiry was initiated against it. The deci- 
sion to award the contract to Unimarine 
had been personally endorsed by Zia as 
the CMLA in a note on the goverr® 
ment’s files. 
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The Rmb 70 million loan represents 
substantial aid to a country whose an- 
nual exports have dropped to only 
US$250 million from about US$850 mil- 
lion seven years ago, Nicaraguan Am- 
bassador to Peking Alfredo Alaniz told 
the REVIEW. Nicaragua received a 
smaller loan of about US$10 million 
after diplomatic relations were estab- 
lished between Peking and Managua 
last December. Alaniz confirmed that 
the loan will not be used to purchase 
weapons or military materials. “The 
Chinese do not believe military aid is 
necessary,” he said. 


hina’s position on Central America 
has evolved in the past few years, a 
Western diplomat said. China’s past con- 
demnation of any external interference 
in the affairs of nations may have referred 
as much or more to Cuban and Nicara- 
guan support of insurgencies in the re- 
gion, but the parallel with Vietnam’s role 
as an agent of Soviet interests in South- 
east Asia is becoming less persuasive. 
Nicaragua was the first Central 
American country to switch diplomatic 
recognition from Taipei to Peking, and 
Managua has slightly softened its previ- 
ously unqualified support of Vietnam’s 
position in Cambodia. Both gestures 
count for a great deal in Peking. The 


new Chinese loan is a clear signal that | 
Peking is now prepared to give the San- | 


dinists more than symbolic support. 

But China is reluctant to oppose the 
US directly in a region where Peking has 
no major interests. Too close an iden- 
tification with Nicaragua could make it 
more difficult for China to establish dip- 
lomatic relations with other Central and 
South American countries which still 
recognise Taipei. China's support for a 
negotiated solution and the Contadora 
framework as a means to achieving a 
settlement is not a problem for the US, a 
Western diplomat said. “They did not 
embrace the Sandinist position or con- 
demn the US, though there is concern 
about anything which gives a platform 
or greater status to Ortega." 


Ortega in Peking. 


d .| Count on 
.| Contadora 






1 ` China reaffirms support for 
: E negotiations on Nicaragua 
B, 
` | By Robert Delfs in Peking 
E L| icaragua received an interest-free 


A loan of Rmb 70 million (US$18.9 


E | million) and some assurance ôf political 
— | support during President Daniel Ortega 
— | Saavedra's recent visit to Peking. How- 
| | ever, the package does not include any 
1 military assistance, and statements by 
| | Chinese leaders fell short of fully em- 
— | bracing the Sandinist cause. 

| X “China appreciates and supports the 
"d ` efforts of the Contadora group [estab- 
- lished in 1983 by the foreign ministers of 
| Colombia, Venezuela, Mexico and 
| Peru to set up a treaty framework for re- 

| E! E eins tensions in Central America]," 
| Premier Zhao Ziyang told Ortega. 
E E oue between Central American 


NU 


" countries and the United States should 


- threats or military force." Zhao added 
` that it is China's “internationalist duty” 
E to safeguard the interests of other Third 
E World countries and that it opposes any 
| country that practises  big-power 
` | chauvinism or seeks hegemony over 
` | others. 
d . Chinese leader Deng Xiaoping told 
ka al Ortega that China opposes hegemonism, 
$ "whether practised by big powers or 
small,” an apparent allusion to 
| Nicaragua’ s pro-Vietnam position and 
| diplomatic recognition of the Vietnam- 
| backed Heng Samrin government in 
3 Cambodia. 
| _ In a joint communique issued when 
^ ` diplomatic relations were established 
d last December, China declared that it 
| | supported Nicaragua in its “just struggle 
4 E to safeguard national independence and 
ig sovereignty” without mentioning any 
| third countries. But the Chinese lead- 
| ers’ recent remarks fell far short of the 
unqualified support Ortega sub- 
~i sequently received in North Korea, 
| which along with the Soviet Union, 
| | Algeria and Greece, has provided direct 
| military aid. 
North Korean President Kim Il Sung 
H assured Ortega that the Korean Work- 
. ers’ Party (KWP), the government and 
e his people will continue to "actively sup- 
port and encourage your just struggle 
_| with all their strength." Ortega spoke in 
zl Pyongyang of the Sandinist National 
- | Liberation Front's appreciation for sol- 
| eidarity extended by the KWP and ex- 
a | pressed the hope that fraternal ties “re- 
| cently maintained between us" would 
| be strengthened. Talks in China, on the 
_ | other and, were kept firmly on a state- 
° | to-state footing. 
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the ruling party; was apparenfly tm gcd 
to dispel fears of differences between | 
the president and the government of | 
Prime Minister Mohammad Khan | 
Junejo. Doubts about lack of coopera- | 
tion and understanding between Zia | 
and elected representatives would | B 
strengthen the opposition outside | 
parliament which challenges the author H | 
ity of both. 4 

By criticising the martial-law regime | 
for financial irresponsibility and hinned | 
at wrongdoing at the ministerial level, 
MPs expect to gain credibility for in- | 
stitutions elected under military rule. | 
But prosecution of officials and indi- — 
viduals responsible for alleged financial | 
loss to the country is not being con- 
templated to avoid reaction which could | 
seriously weaken the post-martial law | 
political order. 

To make the government's commit: | 
ment to elimination of corruption credi- | 1 
ble, parliament also needs to scrutinise t 
financial decisions and dealings of offi- | 
cials now in power — a matter which | 
seems to have been deliberately post- | if 
poned for the moment. The public-ac- | 
counts committee has so far reviewed |. 
government expenditure until 1982-83 | 
and accounts for the first year of the - ٤ 

E 
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elected government are yet to p j 
examined. ۹ ۱ 
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dealings of the martial-law years when 
the accounts committee report is pre- 
sented to parliament at its next session. 
MPs have so far refrained, however, 
from directly attacking Zia who enjoys a 
reputation for personal honesty. 

Soon after the publication of the par- 
liamentary committee's findings on the 
wheat import scandal, Justice Minister 
Iqbal Ahmed Khan said that the indem- 
nity clause inserted in the constitution 
upon the withdrawal of martial law pre- 
vented parliament from questioning 


Zia; Junejo; Gokal: demand for financial accountability. 





The public-accounts committee. also 
examined secret records of defence pur- 
chases during the past few years, the 
first time defence expenditure was 
scrutinised by a public body in Pakistan. 
Although no misappropriation was re- 
ported in this area, the committee's de- 
cision to examine the records and the 
defence establishment's deference to 
that decision was in itself significant. 

Members of the ruling Pakistan Mus- 
lim League are expected to join op- 
position MPs in criticising financial 
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laced in Canada) and free US$175 billion. | Name 
ow of funds. A 
Asian Banking Center à At Asian Banking | -Addreds 
was created to help Abo {a Center, you can | 
individuals and busi- make use of | 
nesses diversify their Citibank's financial 
assets and to look expertise world- | Country 
after their particular wide. 
financial needs. | 
۸ whole new Confidential 
world of financial investment officers. 
opportunities. Your Personal 
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@or credit facilities, foreign exghange ' 
and remittances to any part of the world. .... 


Financial Officer is 

a skilled professional 
who will handle all your 
transactions and tailor 
specific financial packages for you with the 
utmost discretion. 


Find out how easy it is to open an account 
,with Citibank. Just call us on any of the 
„priva ۹ numbers listed below. 
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tion to arouse the anger of the people,” 
he told one shop owner. 

Defending his unpopular step, 
Suharto said that it was “not the inten- 
tion of the goverfiment to deceive the 
people and make them suffer with the 
devaluation.” This statement was di- 
rected at critics who have accused the 
government of “withholding a true pic- 
ture" of the country's economic difficul- 
ties, brought on by plunging oil prices at 
the beginning of the year. Chatting with 
shopkeepers, Suharto said: "We must 
proceed with our development pro- 
grammes, and such programmes re- 
quire funds." 

Nearly two weeks after the devalua- 
tion, prices for daily necessities and 
other items are stabilising, though un- 
evenly. The price of gold went up by 
32.5% in the week up to 19 September, 
according to the Bisnis Indonesia news- 
paper. In Jakarta and other cities, 
medicines and imported goods have 
risen by 25% and soyabeans and flour 
by 15% and 28% respectively. There is 
no marked change, however, in the 
price of medium-grade rice, the most 
important daily necessity. There was an 
initial jump of 20-40% in the price of 
such items as powdered milk and certain 
textiles. The day after the devaluation 
some shops in Jakarta remained closed 
because they feared a buying stampede. 

After the brief but intense display of 
emotion at Bandung, however, the 
police are taking no chances. A few 
security agents have entered the cam- 
puses of the University of Indonesia, 
searching student dormitories and seiz- 
ing a few posters criticising the devalua- 
tion, according to informants. ü 


but a member of the Royal Ulster Con- 
stabulary felt it was unlikely that any bid 
would be forthcoming. 

According to the IDBNI office in 
Hongkong, which opened in June, pub- 
licity surrounding the Hongkong firm is 
untimely as it may jeopardise the 
agency's attempts to promote Hong- 
kong investment in Northern Ireland. 
Currently there is only one Hongkong 
firm with interests in the region, a tex- 
tile company in Doagh, which is part of 
the Hongkong-based Cha group. The 
source said the Hongkong office learn- 
ed of the Hongkong company's offer 
through the Belfast IDBNI office which 
had been contacted by the Northern Ire- 
land Police Authority. 

The original plans for work on the 
two projects were estimated to cost more 
than £5.75 million (US$8.5 million), but 
when a new contract is awarded, the fig- 
ure will probably be much greater as the 
premium required to induce workers to 
participate will swell costs considerably. 
Protection for the workers on the site 
. would be the responsibility of the Ulster 


police. R] 
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saying: “Just can't say ‘Hello’ since 45% 
sudden devaluation.” While other stu- 
dents continued to chant “Liberté,” a 
smaller group surrounding Mitterrand, 
pushed and jostled the stunned French 
president. 

No incidents have yet occurred in 
Jakarta, but it was clear that by approv- 
ing the devaluation Suharto had given 
more ammunition to his critics. “All 
these reports of rioting were only 


Mitterrand and Suharto: greeted by protesters. * 





Labourers to Ireland 


Offer to build Ulster police stations despite threats 


companies withdrew following an Irish 
Republican Army threat that anyone 
working on the sites risked being shot. 
The threat has since been broadened to 
include anyone providing goods and 
services to security forces in Ulster. Sev- 
eral workers have been shot for per- 
forming service jobs, including a quarry 
owner who allegedly supplied a police 
station with stone fillings. In Strabane, a 
local dairy firm has even discontinued 
deliveries of milk to the police station. 
While the police authorities ac- 
knowledge that some contact with a 
Hongkong firm may have been made, 
no decision to accept an offer can take 
place before the contract is put out to 


tender. The police authority will first try. 
to solicit bids from British companies, : 


| Devaluation blues 


Rupiah's decline pushes up prices and angers students 





















By Shim Jae Hoon in Jakarta 


A Ithough prices of a few staple items 
such as premium-quality rice, 
sugar, cooking oil, beer and soap have 
gone up slightly, the immediate impact 
of the 12 September devaluation of the 
` rupiah by 31% against the US dollar is 
likely to have political rath@r than eco- 
nomic repercussions. Concern over the 
negative impact the announcement has 
had on Jakarta residents was underlined 
when President Suharto abruptly 
toured the city’s five markets a week 
later, personally checking prices. 

The mood in this city, which teems 
with farm immigrants, turned jittery the 
day after the announcement as rumours 
circulated of riots breaking out in the 
poor area of Tanjungpriok — where a 
bloody clash in September 1984 resulted 
in at least 30 people being killed when 
armed troops fired on angry Muslim 
crowds. 

While these rumours turned out to 
be nothing more than the wishful think- 
ing of government critics, stories of out- 
of-town disaffection were given some 
credence on 17 September when French 
President Francois Mitterrand visited 
the campuses of the Bandung Institute 
of Technology. As the visiting delega- 
tion approached the main building. 
about 2,500 students began shouting 
“Liberté! Liberté!” 

The students displayed a giant 
placard with a slogan written in English 


` | HONGKONG 


By Freddie Balfour in Hongkong 


espite death threats to anyone get- 
ting involved, an unidentified 
Hongkong construction company has 
offered to take its own labour force to 
.| work on multi-million dollar projects 
` | for the police in terror-torn Northern 
` | Ireland. 
A spokesman for the Industrial 
e| Development Board of Northern Ire- 
` | land (IDBNI) said the offer was un- 
| solicited. A reliable source in Hong- 
kong said the company approached the 
` Northern Ireland Police Authority 
early this year with an offer to build a 
new police station in the Waterside dis- 
trict of Londonderry and to complete an 
extension to one in Strabane. 
Work on the two projects has been 
suspended since June 1985 when local 
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ng India's Rajasthan Canal, with World Bank help; urban tollway in Jakarta, aided by Japan's OECF. 
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The bank is poised for a much more central role 


Out of the wilderness 


more than a marginal way of aiding the poor and a better way 
of lining the pockets of the corrupt in the Third World. It is 
more than just a drag on the national budget for financing re- 
gimes which, unpatriotically, do not love the US. It is some- 
thing which helps to buy economic growth and political sta- 
bility. 

But that does not mean a return to the status quo ante. 
Conable is not about to get the World Bank back into what 
many saw as the business of throwing money at problems in the 
hope that they would go away. If McNamara disapproved of 
bankers — which he did — and their monetary approach to 
development, then he might well approve more of Conable's 
legalist approach. Justification by works is what Conable's 
approach is all about. He is seeking to understand the bank 
and precisely how it works before he prepares to justify it in 
the outside world. 

His quiet manner and measured phrases are probably de- 
ceptive. *I see in Conable a directness of speech and a clarity 
in expressing ideas reminiscent of McNamara," said an aide 
— “though not the bluntness,” he added. 

It is a fair bet that Conable will preside over some impor- 
tant changes in the structure and staffing of the World Bank 
during his tenure. He has already brought a “small profes- 
sional staff" into his personal office. Ostensibly, they are 
there to help educate him in what the bank does, but it is 
more likely that Conable is in fact tapping directly into the 
power structure — establishing his own lines. Clausen is said 
to have advised his successor not to fall into the same trap as 
he did and leave himself at the mercy of McNamara appoin- 
tees in running the bank. That way, power may not accom- 
pany position. 


Ghanaian. This “touch of colour" has already gone 
down well with some non-Caucasian members of the 
staff. It makes a welcome change from * Vikings and platinum 
blondes," commented one. 2 
But the changes in train are not merely cosmetic. Conable 
has made it quite clear that if he is to defend the World 
Bank's operating budget before its shareholders — and to de- 
fend the bank against the charge of being a “bloated bureau- 
cracy" — he must first satisfy himself that the budget is being 
well spent. He has also indicated his awareness that "some 


Qs personal staff includes an Indian and a 


By Anthony Rowley in Washington 


nyone entering the spacious offices of World Bank 
A president Barber Conable on the 13th floor of the 
bank's meandering complex in Washington could be 
forgiven for thinking he had imagined there was recently a 
change of incumbent. The physical appearance and beaming 
smile of the man who stretches out his hand in welcome is re- 
markably like that of immediate past president, Tom 
Clausen. But it soon becomes apparent that the likeness is 
only superficial. 

Beyond the fact that Conable is a lawyer and former US 
congressman, whereas Clausen was a banker and former 
head of the Bank of America, lie more fundamental differ- 
ences in style. Conable is a more thinking, calculating man 
and his Clausen-like bonhomie almost certainly belies a 
more determined and resolute approach to the bank's affairs. 
If he is, as some wondered at first, a fifth columnist, put in to 
make the bank even more beholden to the US Congress than 
, it was under Clausen, then there are few apparent signs of 
this. 

What Conable says about the bank makes good sense at 
this difficult stage of its evolution. He does not have the 
crusading zeal of his predecessor-but-one, Tom McNamara, 
to turn the bank into a development institution first and a 
bank second — an order of priorities which Clausen, wit- 
tingly or otherwise, reversed. ~But as development 
philosophies have changed so radically in the past few years 
under the impact of Reagonomics and, it must be said, of 
pragmatism, that is probably no bad thing. 

Once McNamara departed, all the fury of a congress left 
speechless by what it saw as a former State Department 
head's profligate and self-atoning development spending (in 
the wake of the Vietnam War destruction), was unleashed 
upon the hapless Clausen. Thereafter, Clausen existed in the 
shadow of McNamara as a perhaps agnostic disciple of deve- 
lopment, who preached his own brand of financial orthodoxy 
(co-financing with commercial banks) on the side. He left the 
day-to-day running of the bank to McNamara appointees and 
watched as it was buffeted by the winds of change blowing 
along Capitol Hill. 

Those winds have subsided of late, not because Conable 
$as stood up and declared “thus far and no further," but 
rather because of a belated realisation in congress and else- 
where that development spending amounts to something 
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direct investment, market conditions, trade 
practices and documentation requirements. As 
well as supplying information on commercial 
law, tax regulations and how to avoid pitfalls. 


HongkongBank even produces a monthly 
newsletter detailing the spate of trade enquiries 
that come from China. Plus a quarterly review to 
keep customers aware of economic events, 
policies and developments in China. 


qx) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank ۶ Hongkong Bank of 
Canada ۶ HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited ۶ Wardley Limited 


Don’t take business development in China 
for granted. Before considering a business 
venture, talk to the experts, talk to those with 
experience and insight. 


Contact HongkongBank China Services 
Limited at 13th floor, 1 Queen’s Road Central, 
Hong Kong. Or any of our 1,200 offices in 55 
countries. We’ll help you grow in China. 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 


All eyes are on China. It’s a land of vast 
resources and tremendous opportunities. With 
an attitude towards trade and contact with the 
rest of the world that has changed radically in 
recent years. However, a great deal of experience 
and understanding are necessary to do business 
suctessfully in China. 


It has taken HongkongBank over a century 
to develop our present knowledge of China and 
to have the largest representation of any foreign 
bank in China. We have offices in Beijing, 
Guangzhou, Shanghai, Shenzhen, Xiamen, 
Wuhan and Tianjin. Furthermore, we have a 
substantial group of specialists in our China 
services Limited in Hong Kong. 


We arrange immediate introductions to the 
major Chinese corporations. We also advise 1 





a 
*i 








WORLD BANK/IMF 86 


that Conable brings to the bank a “political perception 
that both Clausen and McNamara lacked." He also appears 
to have brought some long-term strategic perceptions. 
His determination, for instance, to involve Japan much 
more closely in the operations of both the World Bank 
proper (the International Bank for Reconstruction and 
Development, or IBRD), and its concessional-loans agency, 
the International Development Association, or IDA, is far- 
sighted. 

It acknowledges the enormous importance of Japan's fi- 
nancial surpluses as a means of helping finance development. 
Better that such surpluses be channelled through multilateral 
agencies such as the bank than adding to the coffers of fre- 
quently X uncoordi- 
nated bilateral aid. 

The new presi- 
dents term could 
also see the bank's 
role considerably en- 
hanced (in terms of 
geographical cover- 
age, if not sharehold- 
ers' funds), by the ad- 
mission of the Soviet 
Union to member- 
ship. Reflecting the 
more outward-look- 
ing posture of Mik- 
hail Gorbachov, Mos- 
cow has recently sig- 
nalled to indepen- 
dent US economists 
that it is interested in 
joining both . the 
World Bank and its 
sister institution, the 
International Monet- 
ary Fund (IMF). 

Conable's vision 
appears to extend 
beyond the dreams of 
empire which a more 
powerful Japan and a Soviet Union more conscious of its 
world role imply for the World Bank. More mundane-sound- 
ing, but in fact crucially important issues have caught his at- 
tention — and his imagination, it seems. 


FINANCIAL TIMES 


tural commodities in developing countries is going to 
be a highly contentious issue. If the World Bank is per- 
ceived to be promoting such production in the Third World, 
when there are already massive surpluses being produced by 
the developed world, it will invite the wrath of the (farm- 
lobby-influenced) US Congress, as well as other agricul- 
tural-lobby—influenced legislatures in Europe and in Japan. 
` Some would say that Conable was 
foolhardy to argue the economic principle 
of comparative advantage in defence of 
such policies. But he has already demons- 
trated courage in standing up to the US 
soyabean lobby in defending a Malaysian 
palm-oil project which the bank wants to fi- 
nance. 

Yet another example of the new presi- 
dent's vision is his acknowledgment of the 
need to promote more equity financing of 
projects in developing countries, rather 
than relying wholly upon debt. Equity, as 
he observed to the REVIEW, offers “greater 
flexibility” than debt. This coincides éap- 
pily with a realisation among at least some 
of the major US money-centre banks that 


M e foresees, for instance, that the production of agricul- 
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people [in the bank] work harder than others” and that some | 


staffing changes may be on the way. 

Is this the voice of the congress speaking through Con- 
able? Certain congressmen have, after all, been among the 
bitterest critics of the bank's spending (and Conable admits 
that he sometimes ecatches himself using the word “we” 
meaning “us up on the Hill” rather than “we at the bank”). 

The attack on the bank's budget has, however, been much 
more widespread. Apart from the US, other leading share- 
holders including Japan, France, West Germany, Britain and 
Canada have all complained that the 50% increase in bank 
staff over the past decade has been too big — and that if they 
are having to prune their own civil-service establishment, the 
World Bank should look to its own budget. 

It seems highly unlikely that the bank will prune its staff 
substantially. Much 
more likely is that it 
will be expected to 
take on new tasks, 
ranging from struc- 
tural economic ad- 
justment in develop- 
ing countries to help- 
ing them build their 
domestic capital mar- 
kets, without any net 
increase in staffing. 

This could lead to 
problems. The bank's 
traditional function 
has centred on pro- 
ject lending. Nowa- 
days, only around 
60% of staff time is 
absorbed by lending 
and monitoring the 
loan portfolio. The. 
rest is spent on help- 
ing borrowers *to de- 
sign and implement a 
coherent national de- 
velopment strategy." 
This requires, in the 
bank's words, “de- 
tailed macro-economic and sectoral analysis and associated 
policy advice." 

The bank has plenty of economists to help formulate 
theoretical strategies. The question is whether it has enough 
people mature enough in diplomacy and in the political pro- 
cess to make such (often controversial) reforms palatable to 
governments. “Our staff capacity is not rising in line with the 
rhetoric," complained one senior bank official to the 
REVIEW. 


Too many World Bank staff have had only one job in their. 


lives — with the bank — according to this source, whereas 
what the bank needs now is people with experience of both 
public- and private-sector disciplines and sympathetic to the 
political. problems facing governments in : 
implementing World Bank solutions. 

One of the bank's young professionals 
might, for instance, blithely advise a coun- 
try that it should implement tariff reforms, 
without acknowledging that the govern- 
ment relies very heavily for revenues on 
taxing international trade, and that if 
tariffs are reformed other taxes will have 
to be raised sharply. This is one area 
where Conable appears perhaps a little 
over-sanguine, having maybe been influ- 
enced by certain senior vice-presidents who 
inhabit ivory towers, rather than by line of- 
IES. 

But this is uncharacteristic. One World 
Bank. official commented to the REVIEW 
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economic world government) has given way to a grudging ac- 
ceptance that if anyone is going to save the developing world 
from going completely ex-growth, it had better be the World 
Bank. 

Mexico is one of the first countries where the bank is dem- 
onstrating its role as a big spender. It recently pumped in 


IBRD INS AND OUTS WSs million, at 30 June) 


borrowings 


[^1 
N 


1Partial payment. 2Defined as general reserve plus special reserve plus accumulated net income plus cumulative translation adjustments. 
3Includes loans committed but not yet effective. — *Excluding IFC loans. 
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they too must seek ways of combining equity with debt 
financing in developing countries. 

Conable has a powerful ally in this quest — the World 
Bank's own equity financing and capital-market-develop- 
ment arm, the International Finance Corp. (IFC). Conable 
envisages the IFC becoming a good deal more important in 
future within the World Bank complex. This is felicitous, be- 
cause commercial banks are looking to the World Bank 
group to give a lead in the drive to substitute equity forms for 
debt in country lending wherever possible. 

Lending in support of development and long-term econo- 
mic adjustment will, however, remain the bank's chief raison 
d'etre. Conable appears confident that the bank will get the 
necessary financial support it requires from its major share- 
holders — provided it can demonstrate its relevance to the 
process. 11 ought not to have too much difficulty in doing so. 
In fact, after several years in the political wilderness, the 
bank does at last seem to be finding a role which both its poli- 
tical and financial patrons can approve of, even if not for en- 
tirely disinterested reasons. 

In the banking halls of Manhattan, as much as in the con- 
gressional chambers of Capitol Hill, the perception now of 
the World Bank is that of the only institution that can literally 
get things moving again. Economic growth in much of the de- 
veloping world stopped in its tracks a few years ago. There 
was little that the creditor banks of these countries could do, 
save wringing their hands and hoping for some saviour to 
bale them out. 

That saviour turned out to be the IMF — but there was lit- 
tle the IMF could do either, other than help the countries 
gain enough adjust- 
ment leeway to con- 
tinue servicing at least 
part of their debt. 
There was little, too, 
that Western govern- 
ments could do, other 
than pumping out ex- 
port credits to the 
Third World — and 
trying to keep trade 
lines open. 

Now, everyone 
seems to be looking to 
the World Bank to 
help less-developed 
countries make the 
transition from short- 
term adjustment (IMF- 
style) to longer-term 
adjustment/develop- 
ment and back to eco- 
nomic growth. That is 
a tall order in a de- 
flationary interna- 
tional environment 
from which growth re- 
mains stubbornly ab- 
sent. But at least the 
bank is prepared to 
have a go, and there 
seems now to be a gen- 
eral acceptance that if 
this implies a+ much 
bigger financial pre- 
sence by the bank in 
heavily indebted coun- 
tries, then so be it. 

A grudging resent- 
mem of the bank's 
global reach (perhaps 
the nearest thing yet to 
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China, we cannot go on long without a general increase in 
capital." 

This is where Conable appears to differ from his pre- 
decessor and from some of his senior vice-presidents. He 
is not prepared to ask shareholders for a General Capital 
Increase, or GCI, until he is satisfied that he is able to 
justify more liberal funding and more generous spending. It 
seems likely that he will want to lick the institution into the 
shape he wants it before he will countenance asking for more 
money. 

Technically, the position is that the World Bank will 
need a GCI in fiscal 1988 if it is to sustain the level 
of lending of US$14.5-15 billion which it expects to reach 
this year. The aim is to formulate proposals by the spring 
of 1987 to put before shareholders and, in the meantime, 
the size of the capital increase will be discussed after the 
annual meeting of the bank and IMF in Washington in Oc- 
tober. 

The bank's lending performance over the past three 
years reflects the change in its own approach as much as 
the international environment. IBRD gross loan disburse- 
ments quadrupled from 1974-75 and 1983-84, but then 
scarcely increased in the following year. In the year to 30 
June, they actually declined marginally to US$8.2 billion. 
They had been expected to reach US$9 billion but dis- 
bursement slowed right across the world as austerity strap- 
ped developing countries found themselves unable to come 
up with their share of the funds needed to finance pro- 
jects. 

Some countries have decided they have just too much 
debt, and others have turned to cheaper, bilateral 
sources. In addition, the rate of drawdown on 
supposedly fast-disbursing structural-adjustment 
loans was slower than expected — reflecting in 
part, at least, the difficulties borrowing countries 
have in making such adjustments. 

IBRD money has also been more costly in re- 
cent years. The lending rate was lowered from 
8.5% to 8.23% for the six months from 1 July, but 
that is hardly cheap by the bank's historical stand- 
ards. Its financial officers say that interest-rate 
sensitivity is not great — otherwise there would 
be an even slower drawdown of loans committed 
at fixed rates than there actually has been. It is the 
hardness of the bank's conditionality nowadays 
which dictates how rapidly adjustment loans are 
drawn down. 


his is a crucial point. During the Clausen 
years, the bank hardened conditionality, 





like front-end charges on loans. This was all in 
keeping with the mood of the time which de- 
plored *basket-case" financing and which, in 
terms of results, looked for a “bigger bang for the 
buck," as Clausen liked to say. It probably fitted 
his personal bankerly style, too. Nowadays, how- 
ever, some bank officers say that adjustment 
has been pushed too far, too fast and that 
the bank “must be realistic as well as hard- 
nosed." 

The fact is that if the World Bank is to have 
a meaningful impact in the bigger and more 
heavily indebted countries: (whose ranks are 
swelling these days), it has got to pump in à 
good deal more money. This was something 
which the plan promulgated by US Treasury 
Secretary James Baker recognised and which 
has been tacitly recognised in the size of fund- 
ing which the bank has put into Mexico sice. 
Further jumbo-lending of this type is implied 
in the plan the IBRD has to boost its total 
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US$1.9 billion and is likely to pump in a further US$1.5 bil- 
lion before long. US$700 million went in to Mexico from the 
bank in just one day. 

Such sums are not simply thrown in. They are conditional 
upon the recipient government being prepared to make 
substantial economic (which often means politico-econo- 
mic) reforms, such as Brazil, for example, has managed to 
achieve. 

But, as one World Bank vice-president commented: “If 
we are going to do more in the highly indebted countries 
such as Mexico and Nigeria and in countries like India and 
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Hardly Mr Nice 
Guy, but — 
If it works ... 


By Anthony Rowley in Washington 


he. International Monetary Fund (IMF), under its 

; austere and autocratic French managing director 

Jacques de Larosiére, obviously believes that you do 

not have to be liked so long as you are respected. Few heavily 

indebted developing countries actually like the IMF nowa- 

days, because it has proved to be sucha stern disciplinarian in 
administering conditionality along with its loans. 

Peru, for instance, positively hates the IMF for refusing to 
grant it new loans before old ones have been repaid. It thus 
joins the slim ranks of IMF defaultees, which also include 
Vietnam and Cambodia. Whether or not the big debtor 
countries will come to respect it depends upon whether or not 
its nasty-tasting prescriptions work. 

It is too early, yet, to say whether they have worked. The 
economic adjustment which the fund has forced upon the in- 


debted developing 
world since 1982 — 
notably in Latin 


America, but also in 
the Philippines — has 
worked in the sense 
that it has contained 
payments deficits and 
restored | official re- 
serves to some extent. 
But the cost has usu- 
ally been a severe con- 
traction in demand and 
in living standards. 

Logic dictates that 
this is not a long-term 
solution to a problem 
which basically requires 
the restoration of eco- 
nomic growth in such 
countries. What might 
be characterised as a 
rift between the World 
Bank and the IMFover 
adjustment and deve- 
lopment perspectives 
was evident in a recent 
confidential report on the Philippines from the World Bank 
( REVIEW, 4 Sept.). 

some would argue that the IMF is imposing a deflationary 
environment not only on the developing world but on the de- 
veloped countries too, through its ruthless pursuit of an illu- 
sory ideal — “non-inflationary growth." The consequent fear 
of flying which has gripped most governments nowadays is 
pushing disinflation beyond even deflation and towards seri- 
ous depression, according to this argument. 

Thatis not how the IMF sees it — at least not yet. The cool 
(some say icy) rationality which emanates from de Larosiére 
and pervades the elitist financial institution scorns fearful ac- 
tion or apocalyptic visions. Now and then though, even de 
Larosiére's shining apostles betray a little nervousness. Their 
argument justifying the continuance of current orthodoxy is 
succinct. e 

The demand response to the (fortuitous) fall in oil prices 
and the (planned) decline of the US dollar is taking longer 
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lending by some US$50 billion over the next three years. 

This points to the need for a GCI quite soon. The bank is 
not a leveraged institution in that its market borrowings do 
not exceed its subscribed capital and reserves (though they 
do greatly exceed the paid-in element of capital). At the end 

of 1985-86, subscribed capital stood at around US$77.5 bil- 
lion (of which only US$4.1 billion had actually been paid in), 
and reserves at some US$6.5 billion. | 

Against this, outstanding borrowings stood at some 
US$71 billion, while loans (disbursed and outstanding), 

stood at US$61 billion. So, even with loan repayments reach- 
ing some US$4 billion last year it is clear that the lending pro- 
gramme is going to require the callable capital element 
(against which the bank can gear) to be raised. 

The size of the bank's liquidity (some US$20 billion at 
present) and of its profits over the past couple of years, has 
provoked comments that the institution is growing fat while 
poor countries go hungry. The bank defends itself against 
such criticisms by arguing that it relies on its heavy liquidity 
to meet the US$50 billion or so of undisbursed loan commit- 
ments which it currently has on its books (though with dis- 
bursements actually negative last year, after subtracting 
greatly increased loan repayments, that argument looks 
somewhat unconvincing). 

The bank also argues that without the level of profitability 
and reserves it has built up of late, it would not readily be able 
to make provisions for bad debt — such as US$27 million in 
PHOTOS: FNANCAL TIMES. Nicaragua. last year. 
This would risk dam- 
_age to its all-important 

credit rating in in- 
ternational bond mar- 
kets where it raises 
funds. 

What size the next 
GCI in fact turns out at 
depends on what level 
of lending the bank’s 
patrons finally decide 
it should undertake. 
If, for instance, they 
opt for US$20 billion a 
year or more — if the 
bank is to play a real 
part in reducing com- 


mercial indebtedness 
— then a capital in- 
crease approaching 


50% would be needed. 
This sounds like a 
lot of money: maybe 
around US$35 billion 
in terms of subscrip- 
tions, but of course not 
much more than 5% of that actually needs to be paid up. The 
bank has no worries about its ability to raise the necessary 
funds in the marketplace once the callable capital is in- 
creased. 

With the major battle over funds for the IDA apparently 
won, the IBRD will be moving more into the limelight now as 
the critical factor in the international development/debt equ- 
ation. It is up to Conable to fight the battle for the IBRD and 
to justify the confidence now being reposed in it to salvage 
growth in the developing world. 

He has made a good start, which has impressed bank staff- 
ers and outsiders alike. And he has already shown encourag- 
ing signs that he is not prepared to be a puppet for US con- 
gressional or other outside interests. This augurs well for an 
institution which wished itself into the wilderness as much as 
beigg deliberately exiled. Conable may well be remem- 
bered as the man who brought the World Bank in from the 


Baker: man with a plan. 
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term commitment to a country. The SAF provides f6r a five- 
year grace period by the borrowing country and then a 
payback period of a further five years, with an annual interest 
charge of 0.5%. The facility will be offered only to the 
(poorer) countries which qualify for funding from the World 
Bank's International Development Association on the 
grounds of low per-capita income. 

SAFs will be jointly administered with the World Bank 
within a policy framework to be agreed with the country con- 
cerned. This is, as one IMF official expressed it to the 
REVIEW, a “way of bringing the World Bank more explicitly 
into a transaction funded by the World Bank.” The central 
African state of Burundi will be the first test case for a SAF, 
but Asian countries such as Bangladesh, Nepal and Bhutan 
could well qualify too. So might Vietnam, were it not for the 
fact that it is in default on repayments to the IMF, though a 
“polite” dialogue is maintained between the fund and Hanoi. 


Trust Fund, which in turn was part-funded by the pro- 

ceeds from gold auctions by the fund. All in all, some 
US$2.7 billion will flow into the new facility. In terms of 
maturity, SAFs take the IMF well beyond the three-year 
maturities offered on its Extended Fund Facility, of which 
countries such as the Philippines have availed themselves. So, 
this could be the beginning of a longer-lasting relationship be- 
tween the fund and developing countries and a way for the 
IMF to appear (perhaps actually become) more sympathetic - 
to the problems of development. 

According to the IMF’s last annual report, it shares with 
the World Bank “the aim of fostering a set of policies leading 
to financial stability, higher rates of investment and growth 
and improved rates of growth of exports.” Those are rather 
inhumane-sounding aims, though, compared with things like 
poverty alleviation and raising the standard of living in a de- 
veloping country. 

Admittedly, these latter things cannot be achieved with- 
out the former, but the packaging of a policy prescription is 
important as well as its implementation and it will do the IMF 


S AFs will be funded through repayments to the ۳ 5 


no harm to at least have instruments such as SAFs for dealing | _ 


with development issues. SAFs largely complement the 
World Bank’s structural-adjustment loans in term and pur- 


pose, so they should bring the two institutions somewhat | _ 


closer together. 

There is another way in which the IMF is broadening its 
scope. Hitherto, its Compensatory Financing Facility (CFF) 
has not been available to major oil exporters (Opec coun- 


tries) on the basis of a decline in their oil revenues alone. The | - 


CFF has generally provided finance (up to 83% of any IMF 
member’s quota) only to compensate for export shortfalls on 
a range of export commodities. Now Equador is to get a CFE 
loan — the first Opec country to do so based entirely on its 
loss of oil revenues. That opens the door for countries such as 
Indonesia and possibly Malaysia to apply. 

Through such measures, the IMF is demonstrating — 
slowly — that it is aware of the more intractable aspects of the 
international debt problem, the deterioration in terms of 
trade which commodity exporting countries have suffered 
and the need to help soften the blow of economic adjustment 
in the Third World with longer-term finance. This is badly 
needed because, in the eyes of many developing countries, 
the IMF is a financial fireman whose chief concern is to res- 
cue the major commercial banks from a debt conflagration 
even if that means dousing economic growth in the process. 

With the swing towards harsher conditionality in the 
World Bank itself in recent years, it has become all the more 
important for the IMF to show a human face. But people talk 
of “de Larosiére’s IMF” in the same way that they talk about 
(former president Tom) “McNamara’s World Bank,” and it 
may be that the institution has become so identified with the 
man that no major change is possible until after he has gone. 
That certainly proved to be the case with McNamara. Oo 
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is very much a last resort. 

Meanwhile, more countries will probably have to accept 
the rigours of IMF conditionality because of the deteriorat- 
ing international environment. In Asia, they are likely to in- 
clude not only the Philippines, which has just fixed up a new 


Wl 


standby facility with the IMF, but Indonesia, Malaysia and 
China too — all of which will probably be asking the IMF for 
some sort of facility quite soon to prop up their balance of 
payments and/or reserve positions. 

The IMF has in the past paid lip service to the idea of com- 
bining short-term economic adjustment with assistance in 
long-term economic development — of allying its own role 
more closely with that of the World Bank in this respect. Now 
it has devised one specific instrumentality for achieving this 
end. It is called the Structural Adjustment Facility (SAF), 
which was added recently to the positive armoury of other 
facilities which the fund has traditionally offered. 

This represents, by IMF standards, very much a long- 
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lenders continue to contribute. They are likely tocoptinueto | 

contribute only as long as they believe that economic growth | 
is proceeding faster than debt. The Baker initiative was a po- | 
litical statement of what was a growing consensus in both the | 
developed and the developing world that we had to focus o A 
economic growth more or debt could overwhelm us. I think | 
it’s important to demonstrate that it is possible to have eco- | 
nomic growth despite very heavy debt. 


i 
F 
Some people might look at the bank and wonder, seeing it | 
achieving high profits yet having stagnant | 
disbursements and imposing relatively | 
harsh conditionality and charging qui a 
high interest rates. i 

I will acknowledge that the bank has | 
been successful as a financial institution. | 
and I’m not ashamed of that because it has | 
to do with our relative strength in the avail- | 
ability of assets for use. We couldn't [com- | 
mit large sums of money such as 9 4 
billion to Mexico-— probably to be fol- 
lowed by a further US$1.5 billion] if we | 
weren't a strong financial institution. Fast- | 
disbursing structural loans of one sort or | 
another is what I believe is expected of us | 
at this stage. i | 


۱ E 
Some shareholders in the World Bank | 
(IBRD) have said that before they agree to | 
a General Capital Increase they want to see — 
the bank having a much bigger presence in 
heavily indebted countries. dd 
My impression is that given the needs of — 
the world today, the bank is going to bea | 
major player. I think everyone expects that | 
of us. I think they expect us not just to | 
be a bigger lender but to be central in the | 
process; they expect us to do a lot of coordinating, a lot of | 
technical assistance. They see the bank as a collection of | 
talents that is not really that available elsewhere and there- — 
fore they expect the bank not just to be a big player but a 
central player. | 


i 
۱ 
۱ 


۱ 
i 
۴ 


۲ 
۹ 
, 


I 
4 
Do you feel that the bank now has sufficient size of funds to | 
play that role? E 
| think we have for the time being, but I think we very | 
quickly will need to have capital replenishment in some form. | 


I suspect that the support we get will be very closely related to 3 
our members' views of our success. B. 


1l 


| 


E 
Can we talk about the position of Japan in the bank. I know | 
this is the subject of quite a lot of negotiation at the moment | 
over, for instance, the voting rights of Japan within the | 
IBRD. * | 
I personally want to do everything I can to encourage | 
heavy Japanese involvement in the processes of the bank. | 
There are lots of ways in which Japan could use its remark- | 
able savings, its built-up surpluses for the benefit of the deve- | 
lopment process and the benefit of the world. I wouldn't | 
want to discourage any form of contribution to the Third | 
World that Japan is willing to make. ۷ 
I would prefer to see them using us as an intermediary if — f 
it's possible to work out the details so that they feel that they - 
would like to make their investment through us. But I don't 
rule out other possibilities as well. The Japanese have not | 
taken a strong role, and as yet they have not thought of them- 
selves as the world economic power that they are. | 


The US is pressing for a reduction of the veto sealing as a con- 
comitant to Japan's having more of the voting in the IBRD. - 
Can you comment? | 
They don't wish to have their relative position in the'bank 
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‘The bank is - 
going to be 
amajor player 


ne of the controversial tasks which 
O: World Bank’s new president, 
Barber Conable, has set himself is 
getting Japan to play a much bigger role 
within the institution. He wants to see 
Tokyo channelling a substantial part of its 
surpluses through the bank. 
Conable is also prepared to do battle on 
politically sensitive issues such as whether 
the World- Bank should help finance the 
production of goods in developing coun- 
tries which compete with exports from the 
developed world. He believes the bank 
must play a bigger and more central role in 
development — but that first, it must jus- 
tify its existence before its sharehold- 
ers. And he has some new ideas on dealing 
with the problems of developing-country 
debt. Conable discussed these and other 
ideas during a recent interview in Washing- 
ton with the REVIEW's Business Editor, 
Anthony Rowley. | 
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Given the closeness of your past relation- 
ship with the US Congress, isn't there a 
danger that your allegiances will be split 
and that you could be prevailed upon to trim the bank's 
budget and operations according to the whim of congress? 

. A | don't believe my associations up there [on the Hill] are a 
liability for the bank. My impression is that the congress 
understands that American leadership is important in an in- 


stitution of this sort and if they believe the institution to be ' 


highly relevant to American and international interests and 
the stability of the world, they will support it. [But] I think 
there is some burden on us to demonstrate the relevance of 
the institution. 


Should the financing (as distinct from the lending) skills of 
the bank be given more play in helping countries to restruc- 
ture their debt, making use of financial instruments? 

This [would] greatly add to the flexibility of the solutions 
that are available to us— trying to help in the development of 
markets [and trying] to help in the conversion of debt to 
equity where reasonable. [This] is important when the debt 
overhang as big as it is. Otherwise, the rigidity of a pure debt 
structure could inhibit the sustainability of development. 

We need to worry about debt management because debt 
is a fact but I think it is awfully important to keep constantly 
before the people who most support this institution the real- 
ity that our function is development and not debt manage- 
ment. The issue is, how do you sustain development. It con- 
tinues to be a necessary part of a stable world. If you had the 
best debt management in the world and still had the bank it 
would be a terrible failure because it did not achieve continu- 
ing development. 


What do you see as the priority in sustaining developing, 
given that the debt problem is there? 

Development requires continuing capital and so capital 
flpws have to continue. There is no way that we can maintain 
the level of development that is needed unless the voluntary 
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development. 

For the poorest countries, increased per capita income is 
spent very largely on food. In other words, it does not neces- 
sarily result-in.a decline in demand for world food surpluses. 
'€ in surplus 
and that's an issue that you should take into account in decid- 
ing what projects to support. But in the process vou also can- 
not overlook relative advantages: If, for inst 






Do you not think that this 
question of commodities and 
encouraging them is going to 
be an increasingly difficult one 
because of the fact that there is |. 
apparently a continued long- | 
term surplus of soft com- | 
modities around? | 
Theissueoftradelthinkister- | 
ribly important generally and yet | 
that'sgoingtobeadifficultone. | 
I believe that we must talk about | 
trade and be surethat people un- 
derstand that economic growth | 
for the developing world in- | 
volves access to markets in the | 
developed world; that the issue | 
is not just the flow of goods but | 
it also is the economic environ- | 
ment in the efficiency of pro- | 
duction in both the developed | 
and the developing world. You | 
can't have economic growth | 
without pursuing relative ad- | 
vantage to some extent. It'ster- | 
ribly important that the bank | 
| take acentral roleinthe world's | 
economic dialogue as well as in the world's economic processes. | 
| 
| 
| 
۱ 
| 


You keep stressing the burden of explanation. Does that 
mean you see the bank’s job as explaining to the constituen- 
cies? | | | 
I don't believe that we can just hunker down, do our basic 
work and accept the idea that people will appreciate our role. 
I believe we have to engage in a coordinating and explanat- 
ory role that will maintain the confidence of many people 
who are unsure about what the realities are out there and 
who maybe are over-inclined to decide things on a simple 
level. | E TN 
There is obviously the potential of resurgent economic 
nationalism if economic growth does not continue and that's 
a matter that should be a concern to everyone because it has 
to do with the efficiency and the growth of the world’s econ- 
omy. Fam very pleased that there isa Gatt negotiation com- 
ing up. If people can focus their hopes for improved trade re- 
lations on something like the Gatt negotiation they are much | 





less inclined to backslide into the protection of their own ig- | 





Admittedly, there are some commodities that ar 


| 
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D since the other countries are not willing 
nd th hese participation will have to 
sed e US giving up some of its capital. What- 
an d courage Japan to participate more fully I 


ts than seems to be taking place in some other parts of the 










































should have the support of other countries as well as the 
nd Edon't think the US should necessarily carry the full 
den of any change in Japan's relative share. 


ne of the ways in which Japanese surplus can flow 
developing countries is through the banking system, but 
1e problem is that there is already a surplus of debt in 
16 world. Do you have any views on how this might be 
remedied? | 
In Asia there has been beger development of capital mar- 





orld. I hope we can encourage that. I am convinced that the 
elative position of the IFC 
e World Bank's equity 
ancing and capital-markets- 
development arm] is going to 
become more important within 
۱6 bank. Because equity in- 
estment does offer greater 
exibility than your old stand- 
rd debt instruments, and be- 
ise as markets become more 
ly developed, it's possible to 
ge conversion of debt into 
oa greater extent. ` 


you expect to sée a signi- 

ficant change in the profile of 

ihe bank's staff to reflect 

he greater sort of advisory 

le that you play nowa- 
۹ 


I expect the bank to accom- 
odate to a changing role. 
bably the majority role will 
-ontinue to be project lending 
ind indeed adjustment lending | 
8 Inappropriate in many coun- 
es. So I think you can over- - 
tate the extent to which the 
'ank's programme is likely to 
hange just because there 
5 an expectancy of greater ad- 
stment lending. There hasn't 
'een any major change here 
ince 1972. Any institu- 
ion needs to have its rele- 
ance constantly reviewed and since policy is affected 
Structure, is likely to involve structural changes as 
vell. 


fou have indicated that you intend a closer watch on the 
Vorld Bank's budget yourself. Does that indicate that vou 
hink there are areas of wastage or flabbiness in the bank? 

, The perception of the bank is that it is a bloated institu- 
ion. I don't believe that myself, but people tell me that. 1 
lon't have any great preconceptions about the proper level 
f the budget. My impression is, though, that there is concern 
iong the bank's governors reflected in the budget for this 
cal year. I think I’ve got to take enough responsibility for 
udget directly so that I can defend whatever budget we 
me up with for next year vigorously. I must say this, that in 
long run if people continue to expect more of the bank 
hey have got to expect that to be reflected in the staff. 


e was quite recently a vote in the bank on a specific pro- 
ect in Malaysia which involved among other things a loan to 
)alm-oil facility. I believe there was quite a lot of opposi- 
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ABC has always thrived on competition, 
and is now firmly established as one of the leading 
international banking groups of the modern era. 

Proven international capability: 
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a worldwide network and a record of success in 
specialised financial services. 

Proven local expertise: in the Middle East 
where ABC is a leader, and in Europe, the Far East 
and North America through the ABC Group 
offices. 

The ABC Group is committed to growth in 
world banking: why not profit from our success? 

Contact us at any of the branches below. 
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Foreign markets open up new vistas. 
Let's explore them together. 
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tries whose currencies are of key importance 
for the ECU. 

So why don't you and we jointly analyze 
your opportunities and the best ways of capi- 
talizing on them: financing through Eurocredit, 
or swap arrangement? Funding through bond 
ISSUE, or private placement? Investment in fixed 
interest DM securities or floating rate notes? 
Oftenthe right solution turns outto bea hybrid 
of various instruments transnationally fused 
into a single financial package. This too con- 
firms the credentials of DG BANK, the com- 
bined strengths of its UNICO partners, and 
the placing power of our system which oper- 
ates the largest banking network in all West 
Germany. 





DG BANK ۸ 


A: international markets become in- 
creasingly intermeshed, entrepreneur- 
ial thinking is forced to enter new dimensions. 
Your banking partner in worldwide business 
today must have globe-spanning information 
sources, experience in international money 
and capital markets, expertise in all sectors 
of finance. 

DG BANK, international arm of Germa- 
۱۷ 5 cooperative banking system, affords 
you a universal service range and a system- 
atically developed network of international 
coPitacts. Our strength in the ECU sector, for 
example, is no mere coincidence: through 
the UNICO Banking Group, we are linked 
with associated financial institutions in coun- 













lished, funded largely by Japan. Ma 
When negotiations began early this year on the 
plenishment of IDA, IDA 8, the World Bank as 
US$12 billion (though even that ostensible increa 
barely maintain IDA 7 levels in real terms). Washingt 
it would consider US$10.5-11 billion. Le 
Eventually, it agreed to USS11.5 billion, but th 
condition that the extra should go to countries willin 
make policy adjustments (meaning those prepared to 
up their economies to external trade and investment) 
than those which feel free to accept external aid while 
ing their own particular brand of political economy.. 
figure was due to be decided by the time of the anm 
ings of the World Bank and the IMF in Washington. 
ginning of October. : Aa 
Many of the IDA's other 130 or so donors felt th 
US$11.5 billion was insufficient and that it should be 
to at least US$12 billion. Few seem to be willing tep 
money where their mouths are 
Only Japan (and Italy, whose 
overseas development assistance, or O 
has been good in recent years), s 
pared to come through with extra 
help is certainly welcome, but . 
obviously more meaningful. in f 
terms, given that its economy is no 
ly half the size of that of the US ar 
Tokyo is running massive trade surp 
Japan's extra contribution t 
will almost certainlv be in the fo 
untary contributions, rather than und 
"burden-sharing" arrangement whe 
all donors make contributions in ac 
ance with their voting rights in the 
(these in turn being linked to their ra 

























































within the IBRD). 






=i he arguments over j 
are tortuous.. 









precise (plus a contribution to the A 
facility). IN DE 
Even so, Japan's contribution 

































its aid programme. ۱ 

Japan, in turn, has argued that if it w 
to retain the same sort of ratio between 
IBRD votes and its IDA contribution 4 












parallel US$1.6 billion special 
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percentages due to rounding. 
*Actual voting rights as of 30 June. 
tVoting rights reflecting all authorised voting- 
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ony Rowley in Washington ۱ ۱ 
or the past few years, the International Development 
Association (IDA), the soft-loans arm of the World 
. Bank, has been a political football at the feet of the US 
gress. Now Japan has joined in the game, too, and is 
ig around various proposals that would make the IDA 
yut at the same time would give Tokyo more say, not . 
n the IDA but in the World Bank proper, the Interna- 
tional Bank for Reconstruction and Deve- 
lopment (IBRD) too. — —— 

Basically, what.the Japanese Govern- 










ment is saying is that it will provide more 

money to help the IDA do more around 

the world (but especially in Asia) — pro- | pyr — 
| vided Tokyo’s shareholding and voting سس‎ 


power in the much more muscular IBRD is 
raised from 5.08% at present to 8.58% — 
putting it well ahead of West Germany 
(5.06%), and making a closer second run- 
ner to the mighty US. Washington (which 
currently has 20% of IBRD votes), might 
go along with this, but only so long as the 
IBRD lowers the power of veto from the 
present 20% to 15% of the votes. Europe ts 
not happy to go along at all. 

The IDA is feeling the political heat 
from al! sides. After the Reagan adminis- 
tration came to power in the US in 1980, 
Washington began saying, in effect, that 
the IDA poured donors' money into coun- 


| tries which were not so much deep basket || NewZealand — 
cases but bottomless black holes from iy OT 


A 
i 


| South Africa 
| Sweden 


which neither money nor results would 
ever emerge. -— 

As the IDA was formed only in 1960 — 
some 15 years after the Bretton Woods 
twins IBRD and IMF — and as its loans 
are made for 50 years, it was hard for the 
IDA to disprove such allegations, even 
if it could point to some valuable infra- 








structural developments that had been fi- | Pertücountries was deemed big enough to give it 
nanced in countries such as India and else- | گت‎ ond-biggest share in the IBRD (e 
where. ۱ | Argentina — _ te only marginally ahead of West Germi: 
There was an almighty wrangle overthe | Brazi o O M7 that respect). — — ** 4 viv dd 
seventh replenishment of the IDA, or IDA goes 3 By no means all the IDA donors ( 
7,in 1984, and instead ofthe US$16 billion |l aeece deed World Bank officials) agree 
which the World Bank hoped for, the IDA ۳ eee that Japan should automatically bi ^ 
got only US$9 billion. Even then, the IDA p2 — ——— to a large voice in the IBRD just becat 
had to agree not to lend so much to Indiain | | ۲ مج سا‎ is prepared to make a larger contribu 
future — a country which at that time was Saudi Arabia —— 2 to the IDA. The argument is that 
out of favour with Washington for its “neu- || Spain ۱ should consider the cumulative conti 
tral” (deemed Soviet-leaning) attitudes on || Nola 04 tions which other nations have made. 
many issues and its great propensity to ab- | مین‎ pan counti the life of the IDA, the US, for ins 
sorb aid into its socialist-oriented econ- musst Ix | has contributed considerably more tl 
omy. Tote) Par icountes. E | strict share required. Also, when the 
This major cut in IDA resources — B was in surplus on its balance of payme 
ê IDA 6had been US$12 billion — came ata | note: % total may differ from sum of individual — B (as Japan is now), it was very generous i 


time when sub-Saharan Africa was crying 
out for cheap funds, to ward off starvation 
28 much as to finance long-term develop- 


power adjustments. 
ment. So, in addition to the IDA proper, a — 
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to A rica as | nave ot her | 
IDA donors, so it is a 
reasonable bet that if 
Japan does. cough up 
more money to IDA 8, 
din there evill be a stipulation 
that much of it goes to 
Asia — probably to 
China. For this reasoh, 
Japan may opt to contri- 
bute to a special facility 
rather than to pour more 
money into the general 
IDA pot. 13 

Meanwhile, the IDA's 
terms look set to harden 
somewhat under the 
eighth replenishment. 
The 10-year grace period 
during which no princi- 
pal repayments need be 
made will stay at. 10 
years, but the overall 
| maturity of IDA loans 
— | will be reduced from 50 
` | to 40 years (and maybe 
even to 35 years, as the 
US would like). The ser- 
vice charge and commitment fee will remain unchanged. 

Few recipient countries are likely to argue with these 
changes. It is the availability of IDA money now which mat- 
ters more to them than whether they have to repay over a 
period of 50 or 40 years. And accelerated repayments would 
help IDA build up reserves from which it could fund at least 
part of its future lending. Oo 
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The International Monetary Fund produces a 
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porary monetary and financial issues. These in- 
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West Germany does, 
then it should contribute 
only 12% of IDA 8. Con- 
versely, if Japan is to pre- 
serve the same sort of 
| ratio as West Germany 
| and contribute 18.7% of 
IDA, then its voting 
- rights within the IBRD 
should rise by 3.5 per- 
centage points. Tokyo 
| has borrowed a word 
much favoured by EEC 
bureaucrats in Brussels 
and talks of *harmonisa- 
tion" of its IDA and 
J. IBRD positions. 
Whichever way the 
| contributions cake is cut, |. 
the IDA certainly needs |* 
| more resources if it is 
going to continue having 
the same sort of impact 
in Asia that it had in the | ie 
past. Traditionally, India 
took about 40% of IDA 
monies, but that was cut back significantly under IDA 7 and 
New Delhi had to accept more money on (much harder) IBRD 
terms. (Its debt-service ratio is rising quite rapidly as a result.) 
— Most donors agree that Africa should get about half of 
IDA 8 monies, with India and China probably getting around 
15% each. The rest would be spread around the world. Japan 
has not shown the same degree of enthusiasm about lending 
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cial-bank lending to developing countries as a whole is sus- 
ceptible to this treatment. 

Much depends on the reaction of investors. There have 
been numerous imaginative debt/equity conversions im- 
plemented or announced already. Mexico sold US dollar 
debt at a 3096 discount to institutions which then converted it 
into peso-denominated equity assets in Mexican companies. 
Nissan Motor of Japan similarly bought a chunk of Western 


bank debt to the country and swapped it into equity in Nissan | 


Mexicana SA. | 

In Asia, the Philippines is launching a US$250 million 
fund which will use money raised from private investors 
(mainly in the US) to buy foreign-bank US dollar debt at a 
discount and convert it into the equity of selected Philippine 
corporations (REVIEW, 28 Aug.). 


One thing in favour of deals like this is that they should ap- | - 
peal to wealthy individuals in the heavily indebted countries |. 
who have put their own money offshore, thereby contribut- | - 


ing to capital flight and to the debt problem itself. If they can 
bring capital back with no questions asked by buying foreign- 
currency debt at a discount (typically around 30%) from 
banks, that gives them an incentive to invest in local com- 
panies. Those companies would rather pay out local-currency 
dividends than foreign-currency interest on bank loans. 
Beyond marginal solutions to the debt problem such as 
these come the mega-solutions proposed by people like US 


Treasury Secretary James Baker and by US Senator Bill 


Bradley. Baker proposed at the last annual meetings of the 
World Bank and IMF in Seoul in September that the com- 
mercial banks should inject US$20 billion of new money into 
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15 most highly indebted countries (including the Philippines) 
over the following three years, and the World Bank plus 
other multilateral institutions US$9 billion of new money; 
(additional to what they would have injected anyway). 

The amounts involved did not boggle the banks, given 


that not so many years ago they were pouring some US$40-50 


billion of new loans a year into these super-debtor countries. 
What they wanted to know was who was going to guarantee 
the new lending. The answer is almost certainly no one — 
certainly not the World Bank. The new debt will be at their 
own risk. This new money has already begun to flow into 
countries such as Uruguay, Mexico, Brazil, Argentina and. 
Equador. 

The problem is, of course, that Baker represents debt on 
debt. It provides financing, certainly — at a cost — hut as- 
sumes that the recipient countries' export earnings will grow 
at a rate fast enough to service the new debt as well as their 





Bradley; Brazilian S eel plant: 








THIRD WORLD DEBT 


No easy solution 
to the problem 
of life-support 


he Third World debt problem has become a bore to 
۱ most people. Academics and some bureaucrats like to 
sav, with a certain preciousness, that the term "debt 
crisis" is an invention of journalists, while more down-to- 
earth souls ask why, if there has been a debt crisis for so long, 
the Third World has not died from it yet. The answer is that 
the major debtors are on a life-support system. 

That system consists of lifelines from the IMF and from 
the commercial banks (who would 
happily turn the machine off, 
were it not for the fact that this 
would just about kill them too). 
The rest of the world hardly cares 
any more. Current orthodoxy 
says, after all, that provided debt- 
ridden countries make the neces- 
sary adjustments they will im- 
prove to the point where the sup- 
port system is no longer needed. 

But behind that neutral 
word adjustment lies a lot of eco- 
nomic pain which is often conve- 
nient for the richer countries to 
forget. As Eugene Rotberg, trea- 
surer of the World Bank com- 
mented: *We all know that there 
will be increased poverty and po- 
litical instability if countries tighten too much in 
order to service their debt." Within Asia, only 
the Philippines appeared to be affected by the 
debt crisis in 1982, but since then, other coun- 
tries, such as Indonesia and Malaysia, have 
begun to look problematical, and India's debt 
burden is increasing quite rapidly. 

So, the question becomes one of what to do 
about the debt problem beyond simply cutting 
back demand in the debtor countries so as to allow 
more foreign-exchange earnings to be devoted to 
debt ‘service. There is no shortage of answers, 
though most of them offer only a partial solution. 

One appealing proposition is that given a few 
years (and more than a bit of luck), developing 
countries will “grow out of debt” without other 
measures needing to be taken. This, as David 
Gill, head of the capital-markets division of the IFC, the 
World Bank’s equity arm, commented, is a “tall order.” For 
a start, “voluntary incremental commercial-bank lending” to 
the developing countries is unlikely. So they will be hard put 
to finance growth. 

Then there is the notion that securitisation of debt 
might somehow solve the debt problem by shifting the 
burden from the commercial banks to investors at large, via 
debt repackaging by the investment banks. But again, as 
Rotberg says, securitisation is a means to an end, not an end 
in itself. 

Converting developing-country debt into equity is a more 
promising solution in some respects, but the feeling both in 
the IFC, which has done specialist studies on this issue, and 

ong the big money-centre banks along Park Avenue in 

ew York, is that this will probably help only at the margin 
— maybe only 10% of the US$800 billion or so of commer- 
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benefit of writing off part of it would be to relieve intere 
that part of the loan which is forgiven — in other words, 
a marginal solution again. As another World Bank o 
put it to the REVIEW: “Banks are worried about the servi 
of their debt — not about the repayment of the princ 
Once you start writing off debt, where do you stop?" 
The fact is that no one has a complete solution to the ¢ 
problem. One road which might make it easier for dev 
ing countries to service their obligations would beane 
sion of concessional credits from the World Bank's sof 
agency, the IDA, or from bilateral sources. 


he reverse is in fact the trend at present, with co 
such as India arguably Being graduated too rapid 
to IBRD lending. And concessional lending is d 
ing. Another route is higher prices for developing cot 
export commodities. Again the trend has been in the | 
site direction and looks likely to stay that way. 2 
If the commercial banks have learned a salutory | 
from the excessive lending to developing countries, it i 
they need to go back to a balance-sheet approach in assi 
credit risk. As one New York banker pointed out. 
REVIEW, balance-sheet lending went out of favou 
years ago in favour of cash-flow-assessment type lei 
Banks lent to countries without regard to how heavily | 
or leveraged the country was in terms of total debt. No: 
are beginning to realise that, with countries as with co 
tions, you need to have regard to how much equity fi 
(permanent capital) is there before you lend. ۱ 
“If these countries were companies, we would tell. 
we weren't prepared to lend them another nickel befor 
went out and raised new equity," said this city banke 
question is, where do they get the equity from? The an 
is, in the main, by opening up their domestic capita 
— stock exchanges especially — to local and foreign 
The IFC, for one, is pushing hard on this, and the bi 
mercial banks are likely to assist in the process by usi 
investment-banking arms to underwrite and market big 
of developing country equity securities in future inst 
just making straight loans or underwriting their debt. 
tiés. e | — Anthony. 
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financi ۱ 
repay their existing interest bill. This is the road to perdition 
for the banks as much as for the borrowers. 

A generally unappreciated irony of the Baker plan is that 
(again according tg Rotberg) commercial banks had expect- 
ed — pre-Baker — to have to lend in their own self-interest 
considerably more than Baker asked. So, unless Baker's 
175820 billion is meant as a minimum figure (which was not at 
all clear), then the banks are probably justified in reading this 
as a signal that the US administration is concerned about the 
banks’ exposure to developing countries. | 
-< This is where Bradley's plan came in. He proposed that, 
along with new financing from concessional and commercial 
sources alike, a certain amount of developing country debt 
should be forgiven — written off, in effect. In fact, that is 
neither so drastic nor helpful a measure as first appears. 

For a start, as Rotberg says, it is commonly accepted now 
that most heavily indebted developing countries "will not 
repay principal — and it really is of no great moment, so long 
as all interest payments are serviced." Virtually all debt prin- 
cipal falling due over the current decade will be rescheduled 
or refinanced. 

"Over the next several years, the amount of increased ex- 
posure of commercial banks, official institutions and govern- 
ments will not likely exceed, at the most, the interest pay- 
ments due to those institutions," said Rotberg. "There will 
be, at times, selective rescheduling of interest, a reduction of 
interest rates and prepayments by industrialised countries for 
[developing country] exports. At the same time, there will be 
pressures to reduce the lending of export-credit agencies, 


particularly to countries in default." 


lis not going to be repaid anyway, the only 
WORLD BANK AVERAGE COSTS, 
PROFITABILITY AND RETURNS 
ge balances fiscal 1986) 
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Equity defined as usable paid-in capital, reserves and 
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“interest on loans, commitment charges and front-end 
fees as % of average disbursed and outstanding loans. 

t includes realised capital gains (losses). 

ttEquity defined as total paid-in capital, reserves and 

accumulated net income. 
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med from resentment at the arbitrary‏ 
way in which previous pay recommendations were ditched.‏ 
Another committee, under the chairmanship of Gunter‏ 
Grosziche, has the task of coming up with something new.‏ 

The May walkout attracted some attention from the 
media, with an unsympathetic article in The New York Times 
which described bank and fund employees as “technocrats 
who lunch on cote de veau and Cotes du Rhone at subsidised 
prices.” The bank’s canteen is rivalled only by that of the 
Federal Reserve Board. The Times piece prompted an in- 
jured response from the bank’s director of information and 
public affairs, Frank Vogl, who made the point that the bank 
had to pay competitive salaries in order to get good people. 

Undoubtedly, for some bank personnel, the grass would 
be greener on Wall Street, where salaries have gone through 
the roof. But the argument appears valid mainly for the 
bank’s 50-75 staff who work in its financial complex, who 
have to raise money on world capital markets and manage 
portfolios. They could leave their US$100,000-or-so salaries 
and earn perhaps 10 times as much on Wall Street. 

But these people are just a small nucleus of 
the approximately 5,900 employees at the 
bank, who, by general standards; get a good 
deal. Professional economists typically earn 
US$50-60,000, on top of which are several 
perks. Bank and IMF employees are entitled to 
a variety of low-interest loans. For the purchase 
of a first home, for example, an employee may 
borrow up to 18 months' net salary or one-third 
of the purchase price, whichever is less. A loan 
of 12 months’ salary is repayable at 5% over 12 
years or at 4% over six years. 

Employees who are foreign nationals may 
also borrow for the education 
of a spouse or dependent 
children. This loan may be up 
to 100% of the actual (rea- 
sonable) cost of tuition, 
books and board up to six 
months’ net salary, repayable 
Over six years at 4%. 

Foreign nationals do not 

pay income tax, and in order 
to compensate US employees 
who do the latter receive a 
higher gross salary. Paradoxi- 
cally, taxpayers are some- 
times better-off because of 
tax breaks on mortgages and 
other expenses which allow 
for refunds from the Internal 
- boo Revenue Service. 
EN SON — Pay scales at the bank are 
سس‎ not publicly available, but 
IMF figures for 1985 give an 
indication, since the pay 
range there is quite similar. 
IMF salaries start from 
US$24,097, gross, and go up to US$149,257. According to 
the bank's annual report, staff costs in 1985 came to 8 
million out of a total budget of US$651 million. 

Economics and research staff take up US$30 million and 
the financial staff's chunk is US$51 million. The largest slice 
of salaries — US$393 million — went on operating staff, 
which includes regional, operations-policy and energy and 
industry staff. A staffer to one Congressman critical of the 
bank and the IMF described the salaries there as *almost 
obscene" at a time when developing countries are having 
austerity programmes thrust down their throats. And more 
sympathetic souls consider the salaries pretty generous, 
especially compared to US Government ones. 

As to the need for competitive salaries, one liberal staffer 
said that, presumably, those who go to the bank are drawn by, 
a notion of public service rather than a fat pay cheque. Hl 
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Carter; Wall Street: policy tangles. 


WORT? DARNA IMI GO 


BANK STAFF he | 


All at sea over 





the complex 
issue of pay 


By Mark Tran in Washington 


A 





Ithough pay disputes åt the World Bank and the 
IMF have gone off the boil since the 1970s. they 
bubble up occasionally. In late May, bank and 
fund staff stopped work for a day and a half over what 
they said was a reneging on previous pay agree- ve 
i ments. In the present budgetary climate, the 
stoppage did not go down well on Capitol Hill, 
where it was seen as “almost offensive.” in the 
words of one staffer. 
| One World Bank source who was closely in- 
_ | volved with pay issues for several years said the 
_ | Pay tangle dates back to the 1970s, when there 
Was no pay policy as such. The management 
looked at other international organisations like 
the UN and decided on pay rises on an ad hoc 
basis. With inflation in the years of former 
_ | US president Jimmy Carter, salaries “went 
crazy.” 

To wrest control of the 
situation, the management 
set up, with staff approval, 
the Kafka committee, named 

| afterits chairman, Alexandre 
| Kafka. Its job was to draw up 

a formal set of comparators 

with private firms and public- 

sector organisations — a 

laborious and complex task 

that still goes on today — on 
| which to base World Bank 
¿| and IMF salaries. 

The Kafka report was not 
well received by bank staff. 
-| “Shoddy and hurried work,” 
| said one staff-association 
member. Even the board had 
reservations. Nevertheless, it 
was a start, and the general 
approach was adopted with 
outside consultants, Hay As- 
_| sociates in Washington, call- 
| edin to polish up the work. 
Hay completed two surveys, in 1980 and 1984. with up- 
dates in intervening years. These led to pay increases in 1981 
and 1985. Another report is in the pipeline, very much con- 
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cerned with the appropriate comparators. The net is cast not 
m just over US organisations but those in Britain, West Ger- 
| | many and France. Hay will look for a half-and-half mix of pri- 
.|evate and public organisations. By and large, the staff associa- 
| tion of the World Bank was satisfied with the technical 
| | analysis of Hay, though there was a question mark over the 
3 interpretation by the board. — 
E Matters deteriorated when the board decided to junk the 
_ | eHay recommendations two years ago. One bank insider attri- 
_| buted the move to US pressure with the West Europeans as 
| willing bystanders. With the fall in inflation, the US saw no 
justification for the pay rises recommended by Hay. 

No ®ne knows what pay system is in force at the bank now. 
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London Stock Exchange: mature industries. 








and portfolio investors in pension funds. insurance com- 
panies, mutual funds and so on were deprived of potentially 
higher returns in developing markets than they could get in 
their own mature industries. 

All this is now changing — and that is what the equiti- 
sation revolution is all about. First, though, came securi- 
tisation. Commercial banks, worried about their (potential- 
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Notes: All indices are converted to US dollars at the end of each period and are converted to a base of December 1975 = 100. All indices are shown with 
dividends reinvested. The S&P 500 and MS-CI World indices assume that dividends are reinvested in the basket of stocks. The IFC EMDB indices 
assume that they are reinvested in the stock of the issuing company. 

"The Amman Financial Market began operations in 1978. 

tCorrelations to the S&P 500 are based on indices that do not include cash dividends. 


Sources: IFC Emerging Markets Data Base: Morgan Stanley-Capital International; Standard & Poor's. 
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THE IFC 


The specialist at 
the heart of the 
equity revolution 


ompared to the much-tafked-of developments in secu- 

ritisation, the “equitisation” of debt in developing 

countries is proving to be a quiet revolution. But a rev- 
olution it is nevertheless, and the World Bank's equity fund- 
ing arm, the International Finance Corp. (IFC) can justly 
claim to be its leader. Investment and merchant banks are 
joining in now, too, in ever-greater numbers. 

In the end, this particular revolution will prove to be more 
fundamental and of much greater significance to the pattern 
of development finance than either debt securitisation or 
Such things as co-financing of debt between multilateral 
agencies and commercial banks. To appreciate that state- 
ment, it is necessary to recall why the concept is revolutionary. 

For decades, the major non-bank Savings institutions of 
the West grew up in relative obscurity alongside the much 
better known and more glamorous commercial banks. 
Everyone had heard of Citibank, Chase Manhattan and the 
like — or of names such as Rothschild and Baring in mer- 
chant banking. But beyond perhaps the Prudential Insurance 
Co. in the US, the majority of insurance companies, pension 
funds and the like were unknown. 

Many of them deliberately courted obscurity and were 
peopled by figures as grey as the financial nether-world they 
inhabited. Not for them the cut and thrust of risk-taking, in- 
ternational lending and all the glamour which jet-setting in- 
ternational bankers enjoyed. Rather, a cautious, home-lov- 
ing approach to investment, all the time stressing fiduciary 
duty to policyholders, pensioners and so on. Often. their 
wealth was greater than that of the bankers — or rather the 
wealth of their institu- 
tions was greater than 
that of the banks. The 
assets of US pension 
funds alone, for in- 
stance, at around US$1 
trillion, considerably 
exceed the total indebt- 
edness of the develop- 
ing countries to banks. 

Conventional in- 
vestment wisdom had 
it that the ordinary 
saver should not be ex- 
pected to risk his pen- 
sion, life-assurance or 
mutual-fund savings in 
investments in deve- 
loping countries (even 








vestment opportunities 
were available). That 
sort of thing should be 
left to the banks. The 


Correlation to S&P 500+ 
(to 3/86) 


the supposed safety 
and guaranteed repay- 
ment of bank loans be- 
came more problemat- 
ical the bigger they got 
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‘Trust 1s gold. te Beijing too. 


Cariplo is a major Italian Banking group thats becoming more and more international. 
The latest confirmation of this is the opening of a new representative office 1n Being. 
Cariplo, with headquarters in Milan, linked on-line to more than 500 branches in Italy, 
is able to provide full banking and financial planning advice. Worldwide, Canplo maintains 
relationships with over 1600 correspondents. 

The Beijing office, clo Jianguo Hotel, Rooms 128-1 30, Jianguo Men Wai Da Jie, 9 
Telex: 210287, Tel: 5003298, adds to our representative offices in Brussels, Frankfurt, 
Hong Kong and Paris, and our branches in London and New York. 

It's an important new location to keep you up-to-date with the world's economy. 


CA\ROPLO 


CASSA DI RISPARMIO DELLE PROVINCIE L( )MBARDE 


The bank you can trust. 
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[BM is committed to providing the highest level of support 
to the engineering and scientific community. We’re ready 
to help you reach your goals with advanced new technology 
and a rich variety of powerful applications. 

To put you ahead in performance at a modest cost, we 
offer the new RT PC family of personal workstations. 


our Powered by IBM’s own 32-bit RISC-technology micropro- 
L cessor, the RT PC line represents the most advanced 
technical thinking in the industry about the amount of power a 
: ersonalised workstation can offer. 
p rofessionals , For the first time, many of the nost highly-regarded 
will be seeing mainframe applications in the engineering and scientific 
fields can run on a full-featured stand-alone workstation. 

more from US. This remarkable off-line power can help you get more done 


with less demand on your host computers. 

The new RT PC runs an IBM-enhanced version of 
the popular UNIX* operating system, opening up a wide 
variety of standard and custom applications in the 
technical, engineering and scientific fields. In addition, an 
optional coprocessor makes the RT PC compatible with 
the IBM Personal Computer AT for an even greater range 
of outstanding productivity packages. 

To find out more about IBM's engineering and 
scientific solutions, fill out this coupon and mail it to us. 
We'll be happy to give your technical professionals a look 


at a new standard of performance and support. 


*UNIX isa trademark of Bell Laboratories Inc. IBM is a registered trademark of International Business Machines Corporation. 






To learn more about ——À 
| IBM Engineering/Scientific Workstations, | 
| clip this coupon and send it along | 
| with your business card to: | 
| | 
| | 

| 

| 





IBM Engineering/Scientific Systems Please attach your business card. 
IBM World Trade Asia Corporation 

Dept ESI 

Connaught Center 41st floor 


Hong Kong 4 
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DKB. Japans largest bank. 
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your language. 





We're talking Euro-yen capital market activities. And we're talking business 
in Japan. In fact, we're multilingual, capable of talking many of the languages 
you Speak, like currency and interest swap transactions. We're also quite 
fluent at making order-made financial plans for you. 

These talents grow out of over $203 billion in assets, making DKB the 
strongest funding base in Japan. We offer services that are worldwide. 
integrated and completely comprehensive. That's how we got to be who we 
are. Not just by being friendly, but by talking your language. 


We have your interests at heart. 


DAI-ICHI KANGYO BANK 





Head Office: 1-5, Uchisaiwaicho 1-chome. Chiyoda-ku, Tokyo 100, Japan Tel. (03) 596-1111 





International financial services? _ 
We talk 
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The EMGF was launched in June with Capital Re: 
and Management Co. as its adviser and Robert B. Ege 
as its chairman. It will invest US$50 million initially (t 
this amount will probably be upped substantially f 
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E with professional 
agers packaging and m: 


feel more secure investin 
۶ them — until such time a 
E feel familiar. enough ۷ 


" danger in this approach 


| is the availability of subst: 












` WITHHOLDING TAXES 

FOR US-BASED INVESTORS 6 
(In effect beginning of 1986, 75) — 

| | Capital 

gains 
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uth Koreat total 
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i. Yn addition to dividen holding tax of 23%. 
| Rate under tax treaty with US. 

| *Withhoiding tax rate applies only to institutions; no capital 
| gains tax withheld on individual investors. 

| tfMexico has no corporate profit tax on distributed earnings. 

| "Rate for Non-Resident indian portfolio investors, rates on 
| ^ foreign direct investment are higher. 

| ۲۳۵۲۵0۵۵ sale proceeds.: 

| 53 years or more. 






` ENTERING AND EXITING EMERGING MARKETS S 
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indians only 

i Jordan” — Citizens of 

| Arab states only 
Pakistan سس‎ Non-resident 

Pakistanis only 
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33% p:a. thereafter. 


| Only after 2 years 
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| Nigeria* 
| indonesia* 


FERRE RE 


H 


Some restrictions = Typically, requires registration with or permission of central 
bank, minístry-of finance or an office of exchange controls. 
Free = Repatriation done routinely. 


d.market too — a further development 
which helped reduce | 


his went to the root of 
m. of over-indebted- 
any developing coun- 
ey needed was pack- 
nance — permanent 
erated by dividends 
: profitable), . 
debt capital 
be serviced come what 


The problem was that multina- 
tional companies from the West were 
showing increasing unwillingness to 
pour such capital into the debt-strap- 
ped developing world — and the lack 
of proper stockmarkets in such coun- 
tries in effect shut out portfolio in- 
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tures ~ are 


in. temporary 





vestors. 


t was at this point that the IFC began 
to make an impact on the situation, 
through its capital-market-develop- 
ment activities. The IFC saw that two 
things had to be done: the capital mar- 
kets of the developing countries had to 
be hot-house forced towards maturity 


— and, meanwhile, ways had to be 


found of getting powerful in- 
stitutional investors such as 
pension funds and insurance 
companies to put. money into 
developing country corpora- 


tions. This needed to be done 
through special funds listed 
"on Western stock exchanges, 
. or even through getting the 
corporations concerned to list 


their shares on foreign. ex- 
changes. 

To be fair, US investment 
banks such as Goldman Sachs 
or Prudential Bache, or British 
merchant banks such as Baring 
Brothers and securities houses 
like Vickers da Costa were 
energetic in attacking this 
problem, too. But the IFC ap- 
proached it with an almost mis- 


sionary zeal, especially the head. 


of IFC's capital-markets divi- 
sion, David Gill. ۳ 

and colleagues hit‏ رن 
upon the idea of an Emerg-‏ 
ing Markets Growth Fund‏ 
(EMGF), which would invest‏ 
across a range of developing‏ 
country  stockmarkets. For‏ 
this, they pulled together as‏ 
founder investors a group of re-‏ 
latively low-profile foundations‏ 
and institutions which would‏ 
not be seen as‏ 
capitalists by countries tradi-‏ 
fionally suspicious of foreign‏ 
ownership. |‏ 
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-concessions o 
not to funds established by o 
deed to foreign investors at large? Ur 
That could invite confusion or, at ۰ acti asa aŭ 
to investors entering the particular market concerned. The | 
IFC clearly has to find a way around this problem and that ۱ 
will probably. come quicker if the World Bank lends more 
. support to the IFC in pressing governments to open up their | 
capital markets and improve their tax regimes Va investors in 
general. 
. Another potential problem faced by the. IFC: is that while 
logic dictates that it should be able to deal in developing 
country securities and act as a major player among other in- 
vestment banks —~ it is after all the prime mover in the de- 
veloping country equitisation drive — this would invite prob- 
lems. More specifically, the IFC and the W A Pank po 
lose the exemption from US Securities an 
mission registration which they currei ۱ 
be found around this, too, if the IFC he. impact 
which it needs and deserves to have in the مود و ی‎ country 
secu rities mar ket. 55 















































A friend — and 
in high pla S 


By Nayan Chanda in Washington | 
B y an ironic coincidence, at a time when an old T 





from the US Congress, Barber Conable, has taken 

over as the: president of the World Bank, the organisa- 
tion is facing the-most serious crisis in its long history of none- 
too-happy relations with congress. 

The World Bank is not only the subject of increasing ches: 
tility from protectionist members of congress, who see it as | 
bolstering the US’ trade competitors; it has also got caught 
in the crossfire between the administration and its Democra- 
tic opponents over the question of reducing the budget def- 
icit. 

The net result of all these problems could mean a drastic 
cut in congressional allocation of funds for the World Bank - 
and its soft-loans arm, the IDA. Conable, who has served in 
the House of Representatives for 20) years and has been ac 
tive in the House Ways and Means Committee, dealing with 
trade issues, is thoroughly familiar with the mood on Capitol 
Hill, but he will need more than familiarity and e to 
meet the challenge that is coming from congress... oc 

The House Appropriations Committee has already cu 
down the Reagan administration's proposal for contribution 
to the World Bank for fiscal 1987 — ending 30. September 
1987 — from US$2.2 billion to US$1.2 billion. The pi ۱ 
US contribution of US$750 million for the IDA; 
been pared down to US$604 million, arid that to IFC cut | 
US$35 million to US$25 million. Some fear that the final 
joint House/Senate version of the appropriation bi ۱ 
troduce further cuts and bring the US contribution to the 
IDA to its lowest percentage share. — 

However, the committee appropriated US$64 million toa 
special facility for sub-Saharan Africa — an amount that the 
administration had not requested. The congressional axe-qp 
the US contribution to Har bank would: not only mean less 
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1987. 
In the meantime, another route to ieditisig the de 
den of developing countries is to convert exis ing ba 
into equity wherever possible. Again. the IF 
leader in this field. and now the comme! 
in eagerly. The standard form is for b 
debt at a discount (say 30%) in 



















local- -currency equity. investme 
rations of the debtor country i 

This type of solution als 
from individuals who welco 
back onshore at a discount an 
Philippines, for one, is curren 
me. Possibly such conversions 1 
veloping country debt princ 
gether with the new equity: 
major debtor countries, the sco 
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creasing. ۱ 

































































their eyes clearly on the coming congressional electio 1 
cut had better be in foreign aid, which has no constit 
pressure, rather than in domestic social spending. ۷ 
the foreign-aid package, which includes funds for 
eral agencies, assistance to multilateral agencies 5 
concern to legislators. 
“After you have gone through the four holy COWS - 
a congress 
analyst noted, "there is very lit 
for the rest of the world.” Bec: 
gic and political reasons 
ut the proposed US foreign. 
"mic and military assistance 
` served for these four countrie 
remainder is used for other bi 
| aid as well as for multilateral age 
=: While the House Approy 
+ Committee has slashed the. 
= Stration’s proposed total of | 
MN to. Bs 4. billion, it 
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posed by Gramm Radman, the committee lios drasticall l 
other. aid programmes, including. 44.7% from prop 
World Bank funding and 19.376 from IDA funds. 
Dp tions, and the strategic rationale for spendi 
of foreign aid in a few countries, however, 
explain the bank's low rating in congress. “Other 
longstanding criticism of the bank as a bloated, 
bureaucracy, congressional critics have accused. the 
tion of. pursuing policies detrimental to American. 
and of following debt policies that help US banks a 
pense of US farmers and manufacturers. Congressio 
tics have also charged the bank of being negligent of env 
mental problems in lending projects. — | 
Perhaps the most immediate, and strong oppositi 
US role in the bank comes from the farm lobby, an 
lators from the farm belt. That lobby has long been 
cerned about the bank's involvement in agricultural pr 
In 1977, congress passed legislation directing the US 
sentatives to vote against multilateral-agency loans for 
production of palm oil, sugar, or citrus crops if they wou 


injurious to US producers. ۰ 
Other legislation, in 1978, required US representatives 


olitical duels Dvê Gramm-Rudman and budget 
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Ping on an Asia- Pacific i which will be 
registered fund specifically designed as a means 
nals to invest in the stockmarkets of South 
aiwan, Hongkong, Singapore, Malaysia, Thailand 
: Philippines. £s 
ny more.such funds are likely to appear in the near fu- 
and they will attract increasing volumes of investment 
om US and European (and probably Japanese) institutions 
only a few years ago would scarcely have even con- 
lated such a bold step. Familiarity with the less-de- 
1 sped stockmarkets of the world should bring these invest- 
¿ors tangible rewards in time and confidence ultimately to es- 
¿tablish their own: physical and financial presence in those 
markets. — 
Meanwhile, South Korea (again with the guidance of 
-the IFC). has: introduced to foreigners the concept of invest- 















mo rey 1 for a | : 
“Saharan Africa), 


ng the desperately poor (other than in sub- 
| but it would also. run counter to the the 
|. Baker plan that seeks to use multilateral development banks 
such as the World Bank to take a lead role in managing a 
coordinated response to the international debt crisis. 

' The attitude of congress also does not bode well for the 
eighth replenishment of the IDA. The Treasury has indi- 
cated that it is willing to support a US$12 billion expansion of 
the IDA with the minimum US annual 
contribution being US$900 million. 

However, given the fact that con- 
gress has consistently appropriated | 
less than US$750 million a year pro- - 

 mised by the US for IDA-7, the ad- 
ministration's plans appear to be more: 
for record than a practical goal. Wash- 
| ington could tell its European partners - 
pushing for an. ID A-8 increase that it 
| supports that. goal. Ironically, how- 
"ever; the cutting of US funds for the 
World Bank and the IDA has come 
from the House Appropriations Com- 
 mittee, because the committee, and 
i especially David Obey, Democratic chairman of the subcom- 
|. mittee on foreign operations, has generally been supportive 
| of multilateral development banks. 

:But the main issue was not the merit of the bank or the 
IDA but thé broader question of automatic budget cutting 
mandated by the Gramm-Rudman deficit-reduction bill and 
Reagan's refusal to raise taxes. In its report, the appropria- 
tions committee said shortage of resources following Gramm- 

` Rudman “makes it extremely difficult for the US to contri- 
bute sufficient funds aimed at resolving the critical long-term 
development needs of the poorest countries of the world." 

"The lack of resources, it said, also calls into question the 
US commitment and ability to play a leadership role “as long 
as Gramm-Rudman requires a [national] deficit target of 
US$144 billion, to be achieved without any adjustments in 
the nation's revenue base." Obey said: “I think we are going 
to. need a GCI [General Capital Increase for the bank], but 
not out of borrowed money. That would be absurd. So the 
administration will have to make some choices." 

: As one congressional source explained, Democratic lead- 
ers are basically saying “look, Reagan, you cannot have your 
cake and eat it. You cannot cut the budget and refuse to raise 
tgxés and then ask for an increase in foreign assistance." If 
the budget has to be reduced, the Democrats argue — with 
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The fact, however, is that it is not just the World Bank but 
American commercial banks as well which are seen as adver- 
saries of the farm and manufacturing lobbies. The commer- 
cial banks have made bad loans and they should pay for it, ar- 
gues one farm lobbyist. He said: “The Baker plan is designed 
to get the commercial banks to make record profits from 
their defaulting loans at the expense of farmers." A report 
prepared by the staff of the joint economic committee of con- 
gress echoes this charge. 

Although the report did not directly criticise the IMF or 
the bank, it said the only beneficiaries of the Reagan admin- 
istration's debt-management policy, including the Baker 
plan, have been commercial banks, which have continued to 
receive interest payments on Third World debt. Under pres- 
sure to find resources to repay debt, the debtor nations have 
used World Bank loans to promote exports and taken IMF 
advice to curb imports. This has resulted in US farmers and 


manufacturers losing market share to Third World com- 


petitors, the report said. 

Liberals in congress, who 
generally have been supportive 
of multilateral agencies, charge 
that lending has not helped al- 
leviate the misery of the poor. 
More than 60 members of con- 
gress wrote a letter to former 
World Bank president Tom 
Clausen calling on the bank to 
devote more resources to health 
care and agricultural loans 
targeted at the very poor. 

The letter said that *congres- 
sional support for the bank, par- 
ticularly for IDA, rests in consi- 
derable part on the extent to 
which the institution is seen as 
carrying out long-term develop- 
ment projects which help the 
poorest." Tony Hall, an influen- 
tial Democratic congressman 
and signatory of the letter, said 
the bank should commit money 
out of the tremendous profit it 
made in 1985 tothe IDA. 

In addition to these rather - 
traditional criticisms from con- 
gress, a new focus of objection 
has been the bank's environ- 
mental policy. Thanks to tireless 
lobbying by environmentalist 
groups in congress, influential 
members and Reagan admini- 
stration officials are concerned 
that the bank has not paid 
adequate attention to that issue in its rush for development 
and economic gain. 

While making its budget recommendation, the House 
Appropriations Committee said it was *disturbed by consi- 
derable new evidence that these [multilateral] institutions 
are continuing to finance large-scale ecologically and cultur- 
ally disruptive projects without adequate considerations of 
the alternatives.” It instructed the US executive directors in 
the bank to “bring about staffing and programme reforms in 
order to better incorporate environmental concerns into 
their activities.” ۱ 

The World Bank has reacted promptly to this last criti- 
cism. On 30 April, the bank's executive directors issued a di- 
rective asking for more attention to resources and environ- 
mental issues. It is, however, doubtful that results of this will 
be apparent soon or, more importantly, that critics will be 
mollified easily. Meanwhile, then, prospects are for decre&- 
ing US support. 0 
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The Capitol Building: çongressiona opposition. 


If the loan were granted over US objections, the US ۰ 
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n ppose multilateral-agency aid for the production of goods 
which are in oversupply in world markets, if this would hurt 

JS producers of competitive products. Those concerns have 
risen dramatically as US farm exports have dipped. In the 
| campaign for the coming congressional election, "supporter 
| of the World Bank" has even become a derogatory label to 
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- hang around the neck of the opponent. 

| “Why should the US support World Bank projects to de- 
. velop Brazilian steel or Colombian coal when US steel and 
coal workers are losing jobs?" a senator from the depressed 
- steel-industry state, Pennsylvania, asked in a congressional 
- hearing on foreign aid. 

. American farm groups charge that the bank has been con- 
tinuously lending to countrifs to produce commodities for 
export, thus driving down the world price to the level where it 
IS even lower than the production cost of most competitive 
producers. 

. Acase in point, said John Baize of the American Soybean 
_ Association says, is soyabean 

oil, which costs 13 US cents/Ib. 
| Overproduction by countries 
_ enjoying bank loans has brought 
the price of competitor palm oil 
down to 11 cents/Ib — which, he 
contends, is below cost and hurts 
- US soyabean producers. 
` Early this year, members of 
congress strongly — lobbiéd 
. against a US$350 million loan to 
- Argentina for structural reform, 
including reduction in export 
. taxes that would enable Argen- 
| tina to earn an additional US$1 
| billion a year from exports. 
Legislators from farm states 
_ complained that this loan would 
| make Argentina's wheat and 
| soyabean exports more competi- 
| tive with US products. In July, 
| despite opposition from the US 
| executive director, the World 

- Bank approved a US$60 million 
| loan to Malaysia, part of which 
| would be used for expansion of 
| palm oil. While the US objec- 
| tion could not block these loans, 
| they have helped to create bit- 
terness and add to congressional 
| opposition to the bank. 


















D: ew legislation — the 
۱ N Foreign Agricultural In- 
19 vestment Reform. Act 
|». (FAIR) — which has passed the 
. Senate and is currently awaiting House approval, threatens to 
| cut future US funding for the bank if its lending affects US in- 
| terest. The amendment, sponsored by senators Don Nickles 
| and Steven Symms, instructs the US executive director of the 
. World Bank to oppose loans for production of commodities 
that are in surplus and whose export would injure American 
| producers and exporters. 
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| would reduce its contribution for the next fiscal year ona pro 
. rata share basis for funds used in such a loan. Since legally the 
| US cannot attach any condition to its contribution to the 
_ bank, the threat of a future cut might achieve the same result 
» without violating existing regulations. 

|. The administration is opposed to the bill. But farm lob- 
_ bies like the American Soybean Association hope FAIR will 
= become law. Baize, a strong supporter of FAIR, said: “I 
| don'flike to do this [cut US contributions to the World 
. Bank], but we have to take that step if that is what it takes to 
: ü 
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profitability derives from oil; the 
rest of the public sector operates at 
about zero profit. E 

Regardless of who wins the | 
poker game that India and the | 
World Bank are playing now, the | 
Indian private sector is sniggering | 
over New Delhi’s discomfiture. | 
4|. The private sector has a longstand- - 
^| ing complaint that the public 
sectors growth has always been. 
at the cost of private-sector com- | 
panies that are far more efficient. | 
E Their growth is constricted through . 
py ¥ see" اه‎ official policies on loans, pricing | 
سس‎ .| and so on, to save competing pub- | 
E “| lic-sector companies from going | 
.| under. E^ 
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The public sector now is under 
the strongest-ever attack, and from 
unexpected quarters, too. With 
some observers arguing that he 
could not have done so without 
some signal from the highest. quar- - 
ters in the government, Energy - 
Minister Vasant Sathe recently wrote a series of articles in 
The Times of India drawing attention to the public sector’s ill - 
health. P 

Prime Minister Rajiv Gandhi has cited some of Sathe's | 
figures, that invite general contempt for the public sector's | 
performance. The ruling Congress Party, however, seems | 
sharply divided over what needs to be done with the publie | 
sector. In a newspaper interview on 30 August, Public Enter- - 
prises Minister K. K. Tewari said Sathe's opinions did not re- 
flect the government's thinking and that “Sathe is debunking - 
the Nehru model of socialistic development which has been 
the cornerstone of the Congress economic philosophy." — 

Tewari added that “while the prime minister pointed out 
its [the public sector's] meagre profits and managerial ineffi- 
ciency,” Sathe attacked “the very basi$ of its existence." He 
said: “Sathe’s philosophy is of ideological pragmatism and | 
profligacy, while we [Congress and the government] want : 
ideological purity." Some analysts suspect Gandhi is en- 
couraging a thorough debate to convince the intelligentsia of 
the need for a major adjustment in the country's economic | 
strategy. M 

An indication of his government's trimming its sails | 
to: the wind blowing from the World Bank could also be | 
the two papers that the finance minister tabled in both | 
PANA-INDIA houses of parli aes | 
: ment. These papers | 
are to generate a 
national debate on 
three policy options - 
on the administered- | 
prices policy, “to 
generate adequate de- - 
velopment resources | 
and reduce inflation- | 
ary pressures.” — 

The papers point | 
out that when the © 
burden of cost in- | 
creases becomes im- | 
possible to absorb, | 
the government can _ 
either raise adminis- 4 
tered prices, thereby | 
raising other prices, | 
or hold these prices - 
unchanged with con- | 
sequently greater - 
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Power-plant control centre, Trombay: who is holding back? 


Tough questions 
about the 
public sector 


By Salamat Ali in New Delhi 


n Ithough India's creditworthiness remains as high as 
ever because of the country's enviable debt-repayment 
record and highly conservative borrowing policies, 
the World Bank is now asking it some hard questions — ones 
never put to it before. These inquiries are about the profita- 
bility and general performance of the public sector. Under 
Scrutiny are projects worth a total of Rs 18 billion (US$1.4 
billion). d 

Neither the World Bank nor the Indian Government is 
disclosing the precise amount of loan requests held in 
abeyance pending answers to these questions. But it is widely 
known that the bank's attitude is part of its global toughen- 
ing-up of lending policies. There is general scepticism also 
about Indian officials’ assertion in private that it is not the 
World Bank but New Delhi itself that has decided to hold in 
check the public-sector projects, which are mainly in steel, 
power, transport and coal mining. 

Finance Minister Vishwanath Pratap Singh and other eco- 
nomic policymakers have often said that rather than see 
India unable to service its loans, they would prefer to cut 
down on development targets. But the World Bank does not 
consider this would be a sufficient guarantee of India's long- 
term repayment capability. It seems to believe that public- 
sector pricing policies are not profitable enough. 

'^ Besides, the bank is a little sore over India’s failure to re- 
port its entire foreign-debt repayment liability. A World 
Bank group in Washington is now tabulating from world 
press reports all the unreported loans contracted by India 
from foreign banks, and so far has counted 82 of them. 

The finance minister takes some pride in pointing out that 
after losing for years, the profitability of Indian public-sector 

ojects more than doubled in fiscal 1984-85. The bank does 
not seem impressed, because almost the entire public-sector 









































CONOMIC REVIEW e 2 OCTOBER 1966 
i OR اد الا ورام‎ ew anit 4 he ews 


A Sy Se‏ “ر yet!)‏ د ةا ود 


























vedo: 


* 495 bond issues nd private placements — تن‎ toS$.28 bil lion — 3 
lead-managed or Co-managed by Kredietbank International Group - 
during fiscal year 1985-1986. 


+ 101 bond issues in ECU —lead- managed or co-managed by Kredi etbank 
International Group — -aggregating ECU 7.3 bilion and representi i 
7955 ofthe total amount issued in 1985. 


* 1,300 securities issues have been listed through KBL on the L uxembourg _ 
Stock Exchange. 


+ 42 investment funds, with an agg Aes capital value of US$ 3 85 bilio 
are domiciled at KBL. 


* KBL is acting as paying agent for over 2,500 bond issues, representi ing an 
equivalent amount of US$ 140 billion. : 


* KBL is domiciling or rendering administrative services to more than 
850 holding or other companies. 
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ital cnibloyed- is hardly adequate. | 
Meanwhile, the debt-servicing lia- | 
bility is increasing, owing to higher i 10-3 | 
terest and stiffening terms of loans from | | 
the concessional lending agencies like - d 
the World Bank, its soft-loans arm, the | 
IDA and the Asian Development Bank. | 
The Indian Government now says debt 4d 
| 
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service is 15% of exports of goods, Ser- 
vices and invisibles. : 
This liability is due tq rise to 20% i ina | 
few years. But this is contested by inde- | 
pendent gconomists, who argue that. | 
taking into account the unreported debt | 
liability and. ignoring the rupee trade - 
with communist countries — which in- - ۱ 
flates export figures but does not fetch | 
hard currency — the real repayment lia- 
bility in a few years will be 27%. Given ~ 
current interest trends, the liabilit Ei: 
could go even higher. T 
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FINANCIAL TIMES 


influence Japan would seek to exert over the World Bank | 
should it have a bigger say in lending policy. | 
Although Japanese officials respond cautiously when | 
questioned on this point, they do not hesitate to stress that if 
Japan is asked to play a bigger role in aid,*it should be al- | 
lowed to play a correspondingly large role inthe World Bank | | 
itself. v1 
They would also like to see more emphasis placed on 
strategic lending to Asian nations, particularly China and | 
India. Specifically, MoF officials say Japan wants a guaran- 
tee that aid disbursed by the IDA, the soft-loans arm of nod 
World Bank, to China and India will be continued at least at _ 
the same proportionate level as in the seventh IDA re- | 
plenishment. | 
MoF officials have for two years been pressing this — 
directional point with their counterparts in the Foreign A 
Ministry, which tends to take a thoroughly internationalist | " 
position, consequently throwing more weight behind World | 
Bank aid drives in Africa than the MoF is perhaps happy | ۱ 
to see. “As an Asian nation we have to say that the Asian | 
region should not be forgotten, though we understand the | | 
current need for urgent support of the African region. We | 
would like to emphasise Asian countries that need support | 
in that sense,” said a MoF deputy director. “This argument | 
| 









does not deny the importance of bilateral aid; but multi- 
lateral initiatives are very important, too.” 
But neither ministry believes | 
that the matter of a bigger voting | 
share in itself would enable 
Japan to influence World Bank | | 
decision-making that much 
more than at present. Officials | 
point out that even if Japan does | 
manage to raise its voting share 
by three points to 9.56% of the 
total, still only the US would | 
have the power of veto. 1 
The matter of a higher voting - 1 
share for Japan may be made - 
less significant by Tokyo's policy | 
of coordinating aid disburse- | 
ment to suit Washington's geo- | 
strategic interests. In other | 
words, more voting power for | 
Japan at the expense of Wash- | 
ington may amount to no actual. 
۱ 
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change at all in World Bark po- - 
licy.. l | 
They also contend, as if to | 
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Gandhi: difficult pledge. 


JAPAN'S ODA CONTRIBUTIONS 


(To multilateral development agencies and funds) 
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losses — or lower profits — for the pub-: Tam 
lic sector that will have to be met by | 

higher subsidies from the national 
budget. 

But, the papers point out, these sub- 
sidies can be sustaiped only by tolerat- 
ing a high budgetary deficit, leading to 
increased inflation or reduced plan ex- 
penditure. What the papers leave un- 
stated is that Gandhi's pledge of re- 
ducing the number of India's poor to 
less than 40% of the population by the 
turn of the century cannot be honoured 
by reducing investment in develop- 
ment. 

The basic issue facing India is that 
investing an average of around 10% 
of its gross national product over the 
years in the public sector, it now 
has productive capital equal to 
around half of -its gross domestic 
product tied up in that sector. Last 
fiscal year’s 2.5% return on cap- 





JAPAN 


The time has come 
for a bigger role 
and a bigger say 


By Bruce Roscoe in Tokyo 

apan’s attitude towards aid disbursement to needy 
J nations is at a radical turning point. Stung by the em- 

barrassment of largely uncontrolled bilateral-aid pro- 
jects to the Philippines, in which huge sums allegedly were 
siphoned off at the political level, a consensus is emerging 
within the Ministry of Finance (MoF) to support more the 
multilateral approach in apportioning aid. 

But before Japan increases the ratio of aid disbursed 
through agencies such as the World Bank, it wants an assur- 
ance that its control over that and other aid institutions more 
accurately reflects the weight of its financial contribution. 

MoF and Foreign Ministry officials in charge of aid speak 
privately of the imbalance be- 
tween Japan’s World Bank 
funding and its voting rights as a 
grievance, and publicly as a mat- 
ter of principal. (Official deve- 
lopment assistance, or ODA, 





(% total ODA) 


falls under the brief of both | 40° 
ministries, because up until the | 35. 
1960s Japan was a recipient of | 
World Bank loans, requiring in- | 30«| | 
ternal administration by the DU 
MoF, and also, of course, be- 


cause of the MoF's budgetary 
controls.) 

As the negotiations over vot- 
ing power continue between 
Japan and the World Bank, and 
also privately between Japan 
and the US — which would 
probably need to relinquish 
seme of its voting power in order 
for Japan to get more — the 
question arises as to what type of 
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countries such as Brazil, where Japanese banks are heavily 
exposed. But the MoF says this is not possible unless a capital 
increase can be negotiated, which would raise Japan's quota 
share and thus increase its influence. MoF officials say the 
US takes a conservative and cautious stand on the question of 
raising IMF members' capital share and until the US changes 
this position, they do not hold out much hope of boosting 
Japan's voice. 

But the MoF is nonetheless unhappy. “Our quota share is 
4.7% , yet our voting share is 4.5%. Our feeling is the current 
status does not reflect our economic power," said one MoF 
official. “We think this is not fair." Officials emphasise that 
Japan's motive in lifting its influence over the IMF is to cor- 
rect the imbalance, not necessarily to take more control over 
international debt rescheduling; but they do not deny that 
the latter would be one result of the correction. 

Whatever the result of Japan's argument with the World 
Bank and, for that matter, thé squabble among Japanese 
ministries over bilateral and multilateral aid priority, the Ja- 
panese Government is united on the need to increase both 
the quantity and quality of ODA. 

Japan's total ODA in the year to 31 March 1987 is set at 
Y 58 billion (US$372.5 million), which, if achieved, will be 
10% up over the fiscal 1985 figure. The Foreign Ministry has 
requested a budget of ¥47 billion for fiscal 1987, for an in- 
crease of 7.5% when measured in US dollar terms. By geo- 
graphical distribution for 1984, 65.7% of Japanese aid was al- 
located to Asia, 9.1% to the Middle East, 9.9% to Africa, 
9,4%. to Central and South America and the remainder to 
Oceania, Europe and others. 

That in itself marks a considerable change on the distribu- 
tion in 1973, when Africa accounted for 2.695, the Middle 
East 1% and Asia, 88%. Then, much of Japan's aid was tied 
to projects that promoted exports principally to Southeast 
Asia. 

In the next seven years, Japan plans to double its ODA, a 
goal made progressively easier by the strengthening of the 
ven. Earlier doubling targets have not been reached, but they 
nonetheless have made Japan the second-biggest donor after 
the US (Japanese ODA exceeded the French level in 1984). 

But whether it will be as simple for Japan to increase the 
grant element in ODA remains to be seen. The Development 
Assistance Committee of the OECD recommends a grant 
element of a minimum of 86%. Japan's level for 1984 was 
73.7%, compared with 93.7% for the US, 84.6% for West 
Germany and 99.4% for Britain. 

A shift towards more multilateral aid, disbursed by inter- 
national agencies rather than the Japanese Government, as 
proposed by the MoF, probably would be the most practicablé 
way for Japan to get used to giving for the sake of giving. g 
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The MoF. Tokyo; the ADB, Manila: 
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new priorities. 


downplay the issue, that most World Bank decisions are 
reached through a process of consensus that does not always 
reflect the. respective voting power of members. There is. 
however, another reason why the Japanese aid bureaucracy 
is anxious to sort out its World Bank problem: questions are 
beginning to be, asked in the Diet parliament) about the 
weight of Japan's voice in the World Bank when the Diet it- 
self is asked to approve bigger aid budgets. 

The fear may be exaggerated, but Foreign Ministry offi- 
cials say the Diet can be expected to approve less multilateral 
aid in future unless the Diet budgetary committee can easily 
see that World Bank power sharing is in line with respective 
members' funding levels. 

Which course Japan chooses between bilateral and mul- 
tilateral aid in the near future depends to a great extent on 
whether or not its World Bank voting share is raised. Japan- 
ese officials are most reluctant to indicate a clear preference 
of aid conduit, citing the benefits of both methods according 
to circumstance. Neither does the pattern of past Japanese 
aid yield any clues as to a trend in preference. Japan's ODA 
contributions to multilateral development agencies as a per- 
centage of total ODA swings widely from year to year, 
though at an average of 38.6% for 1984-85, it is well above 
the global average of around 30%. 


of more multilateral aid after a World Bank meeting on 

the Philippines’ debt convened in Tokyo in May. This 
was to raise multilateral aid while at the same time pressing 
for more control over its management; restricting bilateral 
aid; pressing, through multilateral aid agencies, for struc- 
tural economic reforms in debtor nations, and increasing the 
yen component in World Bank- and Asian Development 
Bank-funded projects. The MoF also decided that it would 
support a Japanese contribution to the eighth IDA replenish- 
ment of US$1.2 billion. 

Before the Tokyo meeting on Philippine debt, the Minis- 
try of Foreign Affairs had admitted that Japanese companies 
had secured projects accounting for around 80% of all tied 
» aid to the Philippines, and a major scandal threatened to 
erupt. But a Diet committee quickly set up to investigate alle- 
gations of Japanese aid kickbacks to the government of 
former Philippine president Ferdinand Marcos was dis- 
banded with equal haste when it became clear that Opposi- 
و‎ tion parties could not force the government's hand to release 
information. The MoF appeared to take the view that the 
multilateral avenue was safer in that it assured a multilateral 
responsibility for failure. | 

Japan would also like to wield more power within the 
IMF, if only to have a bigger say in the rescheduling of debt in 


T: MoF, for its part, formulated a new policy in support 
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Thai oil refinery; dam project in Indonesia: major shifts in lending. 





ASIAN BORROWERS 


Japan: partner or challenger? 


By Correspondents 


E 


tilateral initiatives. This is a key issue at a time when the eco- - 
nomic influence of Japan is set to increase rapidly in the re- 


gion through the medium of direct investment by Japanese - 
multinational corporations (REVIEW, 4 Sept.). 


A connected issue is the extent to which the higher cost of © 


World Bank funds in recent times, allied with the condition- 


ality it imposes along with its so-called ^policy" loans (as well 4 ۷ 


the performance criteria attached to its project loans) may 


cause Asian borrowers to prefer (cheaper) bilateral aid, with | 


| 
Ml 


fewer strings attached. World Bank and OECF officials, gov- - 
ernment officials and economists have discussed these issues | 
- with the REVIEW. i 


apan's future role in foreign aid and development has 
become a matter of fundamental debate in Japan and 
elsewhere as a result of the huge payments surpluses 
Japan is building up. At the same time as Japan is currently 
pressing for a bigger role in the World Bank, its own Over- 
seas Economic Cooperation Fund (OECF), which is in some 
ways a competitor to the World Bank's concessional-lending 
agency, the IDA, has been raising its profile in Asia. 
REVIEW correspondents around the region have 
examined the extent to which the bank and the OECF are 
competing with or complementing each other in Asia and the 
extent to which Japanese bilateral aid threatens to usurp mul- 


against the IBRD’s near-commercial | 
rates. 4 
Ironically, the cutbacks in IBRD | 
lending have been made all the more | 
pronounced by the drastic reduction in | 
public-sector borrowing and invest- | 
ment, a policy adopted by the Thai Gov- | 
ernment in 1984 partly at the bank's | 
own urging. As part of a broader auster- 
ity drive, the government in 1985 im- | 
posed a US$1 billion annual public | 
foreign-debt commitments ceiling 
which is still in force. However, there | 
has been increasing pressure by politi- 
cians in the new ruling coalition to jack ' 
up this ceiling next year, as one of the - 
means to spur growth (REVIEW, 18 © 
Sept.). P 
The growing dependence on Japan- - 
ese funding has prompted a two-fold de- > 
bate in Thailand. There has been inter- 3 
mittent criticism from Thai officials, as — 
well as Bangkok-based multilateral | 
lending agencies, over the political na- ` 
ture of Japanese aid. Centred around - 
the infrastructural components of the-* 
Eastern Seaboard programme, scepti- 
cism has also been raised over the qual- 
ity of Japanese feasibility studieg which 
led to the ultimate question of whether 


| 





Japan's OECF — took.a dramatic up- 
turn since the late 1970s, rising from 
3€ 50 billion (US$320 million) in 1979 to 
¥72 billion in 1984 (ended March 1985), 
which effectively made Bangkok the 
largest recipient of the OECF's global 
lending. But owing to a protracted delay 


over the controversial Eastern Sea- 


board industrial-development program- 
me (REVIEW, 20 Feb.) — a major por- 
tion of which has been earmarked to re- 
ceive OECF funding — actual disburse- 
ment over the past two years has been 
extremely slow. 

This dramatic shift can be simply 
explained by different terms and condi- 
tions. While bank lending normally en- 
tails some conditionality (such as pric- 
ing reform in the case of utility agency 
recipients), and a great deal of bureauc- 
ratic hassle starting from project iden- 
tification to the stage when a loan is 
signed, Japanese soft loans impose 
practically no conditionality. 

Perhaps more importantly, cash- 
starved public enterprises here, repre- 
senting the majority of OECF reci- 
pients, have been attracted by the Ja- 
panese loans’ high concessionality — 
3.5% interest a year over 30 years, 


THAILAND 

— A sharp reduction in the number of 
headquarters-appointed staff at its 
Bangkok mission — from eight two 
years ago to only two by next June — is a 
graphic illustration of the diminishing 
World Bank lending programme in 
Thailand. As the country's foreign-debt 
profile is increasingly dominated by Ja- 
panese concessionary funding plus com- 
mercial loans, the bank's heydays of the 
1960s and 1970s — when bank funds 
flowed alongside an assortment of re- 
lated activities — are clearly over. 

Bank lending to Thailand plum- 
meted from a recent peak of US$634 
million in 1982 to US$93 million for the 
year ended in June. At current reckon- 
ing, the mission (which also looks after 
Indochina), expects the level to hit a re- 
cord low of US$59 million in the current 
year (starting July) before picking up to 
US$180 million and US$220 million re- 
spectively in the next two years. These 
figures, however, are tentative projec- 
tions that will depend largely on Thai 
Government approval of planned pro- 













jects. 
e In stark contrast, Japanese soft-loan 
commitments — granted through 
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com pared t to | 
Bank, couple 
cheapness apanese 
funds, makes for a good 
complementarity . be- 


. tween the Japanese fund 
.andthe World Bank. “On 


our side, the benefit is 
that we can.use the ap- 
praisal capability of the 
World Bank. They have 
many experts," said Itoh. 
“The World Bank's bene- 


. fit is to mix funds at our 
. low interest." 


One example. is she 


Saguling 700 mW -hydro- 
electric power. plant. The 


bank covered the civil- 


works portion with about 
X50 billion, while the 


OECF covered equip- 
ment supply with ¥30 bil- 
lon. Another current 


. example is the Jabatobek 


railway improvement 
plan for tracks and 


facilities in. and around 


Jakarta. 
OECF | staff suggest 


: .that the bank is more 
academic, analysing eco- 
 nomic and financial feasi- 









bility first, while the prag- 
matic Japanese way of 


thinking is, even if some- 


thing is financially feasi- 
ble, will it get built? *Our 
first emphasis is im- 


۱ plementation, ” said Itoh. 


"Can it be done by the 
targeted date?" Part of 
that drive is that the-In- 
donesian Government 


| starts paving interest on 
| loans the minute they 


begin to be disbursed. 
A major drive for all 
Japanese agencies is the 


desire of Prime Minister 


Yasuhiro Nakasone’ S 
government to ,doubfe 





ant: to give thei impression that 1 
tated to by the bank. | 
Given occasional press criticism over 
alleged loss of "economic sovereignty," 
IMF borrowing is treated with even 
greater sensitivity. For instance, Bank | 
of Thailand (Bo T, the central bank) of- | 
ficials took pains to emphasise that fis- 
cal and other reforms inherent to.a 400 | 


eb.) : : ready intended to do, ra: 
ntly, the yeh apprecia- | dictated to by the IMF 
‘higher debt-service burden 
nominated loans has T ned. 
mong planners... 
nal debt, public. and. vate: a 
at about US$14.6 billion early this 
Repayments are structured at 
n US dollars, against 38% in yen; 
eppreciating yen, said Reps ae 
€ Minister Suphachai 














The Thais clegrly “ap 
sociating with the IMF — 
of the funding. 
Benikck can probably. 
cheaper rates from other 
more because of the inte rni 
will derived from an IMF 


xtra debt burden for n 


deprive Thailand of -| East dli nnd Pacis 


` the Thai economy... 
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“consciously. avoid- . 
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t has traditionally 
en a valued source of 
dependent assessment 









d one Western ob- 
rver: "In the past, the 
nk maintained an inti- 
e knowledge about 
iland through numer- 
Is Supervision and ap- 
aisal missions that not 
ly. looked at bank- 
nded projects but also 
ked to Thai agencies in 
€ process. The fre- 
ncy of such visits is 
‘far and few between. 
bank. will M d 
ose touch in the end. 
.Most Thai officials say 
hey would like the bank 
O retain a normal pre- 
ence here. 5 shrinking 
ctivities are seen in many 
uarters as short-sighted. 
3y the time we are ready 
o expand borrowing, the 
k will not be able 
effectively accommo- 
, Said a senior Thai 
































But Washington appa- 
ently has taken a broader 
iew. Against the di- 
linishing activity in Thai- 
nd, bank attention and 
Ources are diverted to 
ope with an expanding 
rogramme in Indonesia 
nd strong growth poten- 
l in a very erthusiastic 
hina. 

Unlike other govern- 
ents, which blame the 
ik for imposing strin- 
ent conditions on policy 
orms, Thai technocrats 
















ssociating the bank 
h such changes. For a 
t, conditions in 
ost instances were ag- 
upon By the Thais 
ان‎ lengthy  po- 
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TEN 1 WW If there's a formula for success 

DA 1] in the financial community, it surely 
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The faster word of the deal goes out, the 
faster the response. 


In our business—financial printing—the word goes 
out in a “red herring,” a prospectus written to tell a 
financial story in full, printed with total accuracy, and 
P distributed with all possible speed. But just how fast is that? 
We're working on a new system of measure. 


P" Its an on-going project. Back in 1973, we taught computers our 

/ |, NP" trade. And computers did for us what they've done for many— 
dramatically increased our speed. Then we extended our lines of 

/ ^ communication across the Atlantic to London and the financial centers 

/| of Europe. 
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/// Now, with links to Asia, the Far East, and Australia, we can deliver an entire job to 
almost any major financial center in the world in a matter of minutes. 


" inthe race of the red herring, we intend to see the winners all wearing one color. 
Pandick blue. 


($$ PANDICK, Inc. 


345 Hudson Street, New York, N.Y. 10014 ¢ 
(212) 741-5555 Telex No. 12009 


Full-service offices and plant affiliations in financial centers throughout North America and the world. 
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Inter-Governmental Group on 
donesia — the aid consortium] itis con- 
venient." M T 

: Government planners would like to 


bank, back towards infrastructure. Said 
an economist at the Centre for Strategic 
and International Studies: *There are 
two bottlenecks [in our development]. 
One is education and management, but 
we ourselves have to overcome that. 
The other is physical infrastructure 
which usually arrives much too late." 

Considering these needs,» said 
another economist, it is clear that the 
Japanese style of project is more popu- 
lar. "Japanese aid is always linked to the 
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panies,” he said, “For example, the vast 
Asahan project would never have hap- 
pened without the OECF, In fact, we 
wish others would do this more. The Ja- 
panese back up the private sector so 
there is a mix of the commercial and 
semi-grant. The government does not 
mind the tied element and would like to 
see more packages." He added that offi- 
cially, tied aid is disapproved of, but in 
fact, if it leaves major infrastructure in 
its wake, itis welcome. we 8 

 — Vaudine England — 


MALAYSIA . | | 

The World Bank provides 28% of all | 
project loans to Malaysia, which ac- | 
count for nearly one-quarter of the ۱ 
country’s M$21.3 billion (US$8.2 bil- | 
lion) total external debt outstanding as 
of the end of 1985. Of the other interna- | 
tional agencies, the ADB is the second- | 
i 
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largest, providing 21%, while the IMF 
has provided facilities amounting to 
M$274 million, or'a little over 5%. 
Bilateral loans from Japan, however, 
far outshadow the others — 36% of all 
project loans. 

Disagreements over the usage of 
multilateral and bilateral loans are usu- 
ally confined to different definitions of | 
what constitutes a development projec. | 
Malaysia certainly has no difficulty in | 


S 


| see a re-evaluation of priorities by the 


interests of private Japanese com- 
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these loans. Coupled with the increased 
local cost of planned projects, the 
OECF is contributing X20 billion to 


What would have been Indonesian Gov- | 


ernment-funded portions of projects 
for the current fiscal year. 

Other new policy directions of the 
OECF are to shift from purely equip- 
mentsupplv loans, with the obvious 
spinoff to Japanese suppliers, to more 
civil-works project. But they are not 
looking at moving into training or man- 
agement projects. On projects that are 
now completed but unused, such as 
equipment supply to a hospital where 
there is no electricity or people to run 
the machines, the OECF's response is 
generally to discuss the need for Japan- 
ese experts to drop in briefly. This part 
of a project is usually taken over by 
HCA. The OECF can lend to a country 
on à non-project basis, through so-call- 
ed commodity loans. Indonesia has not 
asked for one yet and is not expected to. 

According to D. C. Rao, World 
Bank director for Indonesia, the bank is 
prepared to look at the sectoral context 
of projects more than is the OECF, and 
is prepared to take much longer to pre- 
pare the institutional framework of a 
project. They are prepared to go into 
non-economic project areas for per- 
ceived community/socia!-welfare goals, 
while the OECF feels it can be more 
useful simply on infrastructural matters. 

"There is a perception here that In- 
donesia needs to have significant 
foreign funding each year and this has 
become a self-generating circle which is 
convenient to both the bank and to the 
government," said an economist. He 
explained that the government's re- 
lationship with the World Bank isone of 
insurance and international credibility, 
For the bank, he added, it is no accident 
that it announces every year that there is 
a resource gap in the country's makeup 
and more bank money is of course 
needed. "For the Indonesians," he said, 
"they like having something on tap, for 
the bank it is easy and for IGGI [the 
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foreign aid in the next seven years. But 
€ €nability of many countries, In- 
nesia included, to absorb such funds, 
ausing the OECF to seek other ways 
pending. This, explained. Itoh, “is 
: the World Bank ànd the ADB 
ê 18 and accounts for "the gen- 
tendency [which] is to. strengthen 
'elationship with the World Bank, 


$ 


E a TF 
. OECF funding is at 3.5% interest 


in has been committed to Indonesia, 
t only approximately X 800 billion has 
en disbursed. 

"Another body is the Japan Interna- 
mal Cooperation Agency (JICA), 


۱۱۱۷ bilateral grant aid for technical 
stance, placement of experts and. 
Il projects. This year, they will prob-. 
bly spend ¥90 billion. 

- The crucial issue for any funders of 


possible. The Japanese are already 


fans as much concessionality as they 
nt. 

The Japanese line is to add on 30% 
‘the foreign-exchange portion of a 


rds, if a project costs ¥100 billion, 
the foreign-exchange portion is ¥50 


ded, making the foreign-exchange 


nality is considered on a case-by-case 
sis, but a major point of argument 
ith the JICA as well as the OECF) is 
sS « domestic-procurement 





donesia 
"They want us to pay. all,” said 
Japanese funder, “yet they tell us 
‘must buy local.” 

So far this year, the OECF has re- 
ed all its continuing projects and al- 
ated an extra Y5.3 billion to increase 
local-cost financing component of 
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capital repayment and interest* Al- 
thoügh it quite closely monitors the pro- 
gress of the projects it is funding, Ma- 
tsuya said, Japan was not in the business 
of telling the Malaysian Government 
how to run its economy. "No govern- 
ment would want to be seen interfering 
in the policies of another government," 
he said in apparent reference to the re- 
cent World Bank report criticising as- 
pects of the country’s New Economic 
Policy. — Nick Seaward 


PAKISTAN 

Multilateral agencies and the US re- 
tain their position as the leading provid- 
ers of aid to Pakistan, despite the in- 
creased role of Japan in loan assistance. 
Total loans and grants to Pakistan at the 
end of 1985 stood at US$26.2 billion, 
the bulk of which was provided by a con- 


sortium comprising 10 countries and 


multilateral agencies including the 
World Bank and the ADB. The World 
Bank's share in consortium lending 


‘stood at 33%; the ADB provided a 


quarter of the total. US bilateral assist- 
ance represents 15% of foreign aid, 


while Japan accounts for around 10%. 


The conditionality of loans from the 
World Bank and other lending agencies 
remains a political issue, but political 
pressure has been insufficient so far to 
deter economic policymakers from con- 
tinuing to borrow from this source. Dur- 
ing the past several years, the IMF and 
the World Bank have recommended 
structural changes advocated by Pakis- 
tan technocrats for a long time. 

The emphasis has been on fiscal re- 
form, aimed at a broadening of the rev- 
enue base, reform of the tariff struc- 


ture and deregulation of the economy 


— all of which have been debated within 
the Pakistan Government for several 
years. 

There is little intellectual disagree- 
ment between Pakistan Government 
economists and people at the IMF or the 
World Bank. The problem lies in%elling 
the ideas to politicians; public-opinion 
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Fishing boats in Penang; tea-pickers in Pakistan: not always an easy relationship. 


it has changed its lending criteria to in- 
clude projects which are not strictly con- 
fined to poverty alleviation or power 
generation, such as industrial invest- 
ment. Finance Minister Daim Zainud- 
din had complained last year that the 
loans had been tied too much to condi- 
tions which were “irksome or unwar- 
ranted." 

The World Bank has just agreed, for 
instance, to extend the scope of a special 
M$210 loan scheme set up in October 
1984 to help the creation of small indus- 
tries by bumiputras — the indigenous, 
mainly Malay inhabitants of Malaysia 
who form 55% of the dne ee: This 
fund will now be available to all races in 
the country in a bid to increase the dis- 
bursement rate of the loan, and the pro- 
gramme has been extended from 1987 
until 1990. Until July this year, only 
12% of the fund had been borrowed. 

Japan's lending has been much more 
industrial in nature. More than 65% of 
the OECF's loans have been used for 
power-generation projects and nearly 
20% for mining and manufacturing. 
Additional top-up financing has been 
available from the Eximbank: last year, 
for instance, it approved a ¥7.69 billion 
(US$49.6 million) loan for the Port 
Kelang Phase II power-generation pro- 
ject, at an interest rate of 8%. 

There is no consensus between the 
Japanese and the World Bank on their 
respective share of Malaysian develop- 
ment financing as there is, say, with re- 
gard to Indonesia. In the past, the ADB 
and IBRD have tended to concentrate 
on agriculture and the OECF on power 
generation but the OECF's representa- 
tive in Kuala Lumpur, Takeshi Matsuya 
told the REVIEW: “We are quite willing 
to cover projects outside power,” add- 
ing that because of the lower cost of 
OECF funds, he was urging the Malay- 
sian Government to switch to his 
agency. 

Japan disburses some ¥30 billion a 
year in development loans to Malaysia 
and receives about ¥15 billion back in 


raising market loans from the foreign 
banks to finance its public-sector 
budgetary deficit (10% of GNP last 
year), and its balance-of-payments cur- 
rent-account deficit (2.3% of GNP last 
year). Indeed, the terms it negotiates 
are so fine that market loans look con- 
siderably more attractive at the moment 
than the World Bank or the Japanese 
Eximbank as a source of development 
funding. 

So many banks subscribed to a prop- 
osed US$350 million 10-year syndicated 
loan just recently that the amount was 
raised to US$500 million and attracted 
no fewer than 56 banks — more than 
65% of which are based either in Japan 
or Western Europe. Interest was set for 
the greater part of the loan at 0.375% 
above Libor (London inter-bank offer 
rate) (currently standing at about 6%) 
for the first six years, rising to 0.596 
above Libor thereafter. 

This interest rate compares very 
favourably at the moment with those 
levied on Malaysia's various World 
Bank loans, which vary from 8.5- 
11.675. depending on when they were 
obtained. World Bank loans also ap- 
pear quite expensive when compared 
with . other sources of development 
funds: Japanese yen loans have carried 
interest of between 3.25% and 5.75%, 
while the service charge levied by such 
Islamic institutions as the Saudi Arabia 
Development Fund and the Islamic De- 
velopment Bank varies between 2-496. 

Of the 40-odd loans totalling US$1.8 
billion made available to Malaysia by 
the World Bank from 1959 up to the end 
of last year, only five were at variable in- 
terest rates, which currently stand at 
8.576. It is also interesting to note that 
as of the end of last year, the Malaysian 
Government had contributed US$462 


million to the World Bank, or about. 


30% of what it has received in loan allo- 
cations. 

e The bank has taken steps to increase 
its lending to Malaysia, doubling it to 
around US$300 million a year. To do so 
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are soft compared to those of many 
countries, though harder in relation to 
those received from European and 
North American countries. 

As with Pakistan, grants from Japan 
are tied to Japanese sources of supply | 
only and prices tend to be much higher 
than those on the world market. For 
example, Japan supplied most of the 
equipment, machinery and expertise for 
establishing four urea-fertiliser fac- 
tories in Bangladesh — Fenchuganj 
Urea Fertiliser Factory (110,000 tonnes 
annual capacity); Ghorasal (340,000 
tonnes); Ashuganj (480,000 tonnes), 
and Chittagong Urea Fertiliser (540,000 
tonnes), which is under construction 
now. The appreciation of the yen has al- 
ready boosted the cost of the latter pro- 
ject substantially, since all Japanese 
contracts signed were based in yen. 

While the Japanese Government has 
agreed to. provide some funds towards 
meeting the cost escalation in Japanese 
contracts, it will not cover the entire 
US$40 million required. 

Bangladesh's finance adviser to the 
president, Mohammad Syeduzzaman, 
told the REVIEW the Scandinavian 
countries, Britain, Canada, West Ger- 
many and the US provide their econo- 
mic assistance to Bangladesh in terms of 
grants, and Japan as a major indus- 
trialised country should follow this step. 
Syeduzzaman pointed out that Japanese 
economist Saburo Okita had suggested 
establishment of an international fund 
for investment and development in de- 
veloping countries and that Japan 
should be a major contributor to it. 

Although Bangladesh does not ap- 
pear particularly unhappy over condi- 
tionality imposed by the World Bank 
and its affiliates, it feels that much scope 
exists for improvement. However, the 
bank's growth-oriented lending follow- 
ing the Baker initiative, which asks reci- 
pient countries to undertake policy ad- 
justments to qualify for such loans, has ẹ 
been appreciated by planners in Dhaka. 

A senior Finance Ministry official 


2 OCTOBER 1986 e FAR EASTERN ECONOMIC REVIEW 


WORLD BANK/IMF '86 


ing act in fulfilling lending-agency con- 
ditions without neglecting political sen- 
sitivities. However, officials say they 
see no immediate alternative to con- 
tinued borrowing from the World Bank. 

Last year, the bank provided 
US$678.3 million to Pakistan, including 
US$245.3 million in IDA credit. The 
bank is a major source of finance for ag- 
riculture and energy and it would be dif- 
ficult to provide funding at the same 
level from alternative sources. Pakis- 
tan's borrowing options have been 
further reduced because its Islamic 
friends, notably Saudi Arabia and 
Kuwait, have cut their foreign-assist- 
ance programmes drastically following 
the fall in oil revenues. 

Although Japan has been lending an 
average of Y 30 billion a year for the past 
five years, it is still not seen as an alter- 
native to the World Bank as a source for 
project finance. At 3.25% interest and 
30 years' repayment (with 10 years' 
grace), Japanese terms are considered 
fairly concessional, but some officials 
are sceptical about the tving of these 
loans to acquisition of Japanese goods 
and services. 

According to these officials, the Ja- 
panese charge much more for equip- 
ment and services provided for OECF- 
financed projects, reducing at least part 
of the concessional element. The cost of 
building the Japanese-financed 250 mW 
Jamshoro thermal power station, for 
example, came to US$130 million after 
award of contracts to Japanese firms. A 
similar. project at Guddu was set up 
after international bidding for US$65 
million by the Chinese; the Japanese 
had made a bid of US$68 million for that 


project. — Husain Haqqani 
BANGLADESH 
Bangladesh is receiving around 


US$460 million a year in economic as- 
sistance from the IDA. Japan, mean- 
while, is the country’s largest single 
donor, providing nearly US$200 million 
a year in loans and grants. Loan terms 


: room for improvement. 





Raising rice yields in Banglades 


leaders resent what they see as IMF dic- 
tation of policy even though on several 
Occasions the proposed reforms have 
been on the agenda of economic mana- 
gers before being handed down to the 
Pakistanis by the fund or the bank. 

Political pressures are responsible 
for Pakistan's recent failure to comply 
with some IMF/World Bank conditions, 
resulting in the withholding of bank 
financing for some projects, including a 
US$150 million agricultural loan. The 
loan is part of the 1986-87 budgetary es- 
timates of the Pakistan Government, 
but officials say it is unlikely to come 
through without a major change in gov- 
ernment of bank policy. The bank is de- 
manding an increase in charges paid by 
farmers for irrigation water — a mea- 
sure considered necessary by techno- 
crats but strongly opposed by political 
leaders. 

Agricultural subsidies and failure to 
tax agricultural income are persistent 
sore points between the multilateral 
agencies and the Pakistan Government. 
In July, discussions between Pakistani 
officials and a visiting IMF mission 
ended without agreement over a struc- 
tural-adjustment facility because of Is- 
lamabad's refusal to accept strict condi- 
tionality. 

Finance Ministry sources say as 
much as US$700 million could remain 
held up owing to the arguments over fis- 
cal and tariff reform and the pace of de- 
regulation of the Pakistan economy. 
Recent pleas by Planning Minister 
Mahbubul Haq for introduction of ag- 
ricultural income tax were rejected by 
politicians, who termed it bowing to 
pressure from international lending 
agencies. 

Opposition leader Ghulam Mustafa 
Jatoi, chairman of the newly formed 

«National People's Party, said the gov- 
ernment has followed the dictates of in- 
ternational capitalism to maintain bor- 
rowing from the World Bank and the 
ADB. Owing to such criticism, the gov- 
ernment is forced to perform a balanc- 
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flexible enough to 
accommodate just 
about any trading 
needs. Last year, 
banks and other | 
institutions traded — . 
the equivalent of 
about $350 billion - 
in Deutsche mark 
futures alone. So our markets can easily han- 
dle the largest transactions. But just as a bank 
can trade 125,000,000 DM, it also can trade. 
as little as 125,000 DM. In fact, the big banks 
that use our markets~—and the big trading 
volume that results make it that much more 
efficient for banks of any 
size to get in and out of 

the market whenever 

they want. - 
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At last count, nine of the nation's top ten 
banks were using our currency markets to 
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a PE are, too. 
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` for foreign currency trading, the CME brings 
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banks and other institutions into one central- 
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time. The best of hundreds of bids and offers. 


All at once, and all exchanged by open outery. 





That means any institution that uses our mar- 


kets is able to trade on the basis of equal and 


simultaneous access to price information. 


The result? Bid-offer spreads that give 
-any institution the kind of trading efficiency 
` you might think only the biggest banks have. 


Typically, the spread in the Swiss franc futures 


market is one one-hundredth of a cent; for 
instance, .5475 dollars per Swiss franc bid 
Md .5476 dollars per Swiss franc offered. In 
. the interbank market, that would be the 
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transport and energy supply of con- 
tinued modernisation, and these have 
also been a priority lending area. Bank 
projects are supporting container- and 
coal-handling facilities at major ports, 
regional railways (particularly those 
linking China's major coal-producing 
province of Shanxi with industrial 
centres in eastern China and in the 
underdeveloped southwest), and sup- 
port for modernisation of highway de- 
sign and project evaluation. 

Energy projects include hydroelec- 
tric power in Yunnan, expansion of the 
east China grid, mechanised coal min- 
ing in Shanxi, oil exploration in the far 
west and enhanced production at the 
Daqing and Zhongyuan oilfields. 

Education projects include support 

of science and engineering education at 
Chinese universities, support for pro- 
vincial colleges and local polytechnics, 
and strengthening education and re- 
search in the agricultural sciences. 
Other projects involve upgrading water 
supplies to cities and rural areas and 
rural health systems. 
Although the World Bank is China's 
most important source of concessional 
loans, Japan is by far the biggest bilat- 
eral source of development aid. The 
OECF lent ¥300 billion to China over 
1979-83, for 30 years at 3095. 

A new ¥470 billion loan package for 
1984-91 was agreed in 1984. Unlike the 
previous package, financing terms and 
actual disbusements are negotiated an- 
nually, with ¥71.5 billion disbursed in 
1984 and ¥75.1 billion in 1985. 


Both OECF loans have been concen- 
trated on railway and port develop- 
ment, primarily to enhance facilities for 
moving coal from mines in Shanxi to 
new loading facilities at Qinhuangdao 
and Shijiusuo. Japan is the most impor- 
tant market for China’s coal exports, 
and these new facilities are expected to 
enable China’s coal exports to reach 
more than double the present 9 milliong 
tonnes a year by the end of the decade. 

— Robert Delfs 
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In many projects, IBRD and IDA 
funds have been blended to create 
financing packages whose overall costs 
are well below those of normal IBRD 
loans. Disbursements in the fiscal 
year ended 30 June were US$1.1 bil- 
lion for 11 projects, of which US$450 
million was in IDA  interest-free 
loans. 

Research and the preparation of in- 
depth economic studies has been a 
unique aspect of the bank's role in 
China. The bank's first comprehensive 
study of the Chinese economy, China: 
Socialist economic development (1981), 
remains invaluable today for its analysis 
of key developmental problems and as a 


baseline description of China's econo- 


mic system in the late 1970s. A second 
study, China: Long-term development 
issues and options, projected recent 
development trends forward to the year 
2000, identifying major problems and 
implications in key economic sectors of 
different developmental strategies. The 
bank also produces occasional studies of 
particular issues relating to the Chinese 
economy. 

Together, these studies are the most 
extensive. and detailed research the 
bank has ever conducted on any single 
country. They have profoundly influ- 
enced understanding of the Chinese 
economy and the current reforms 
among foreign bankers, businessmen, 
government officials and journalists, 
and it is likely that they have had a signi- 
ficant effect on the economic 
policymaking process within the 
Chinese leadership as well. 

Agricultural projects supported by 
the World Bank have included develop- 
ing drainage and irrigation facilities in 
the north China plain and in Anhui pro- 
vince, a 200,000-ha land reclamation in 
Heilongjiang, rubber production in 
Guangdong, citrus and aquaculture in 
Guangxi, as well as assistance to the Ag- 
ricultural Bank of China. 

The bank's studies of the Chinese 
economy have stressed the demands on 








who is much involved in dealing with the 
bank and other donors told the REVIEW 
that such policy packages must be sup- 
ported by increased flows of resources, 
without which little could be achieved. 
"What Bangladesh needs," he said, “is a 
change in the quality of aid it receives. 
making it totally untied and changing its 
composition, such as paying more local 
costs and helping import of growth- 
oriented commodities." 

The policy packages that the bank 
had earlier suggested to Bangladesh 
were mostly compatible with those of 
the government, such as fiscal measures 
and trade policies. But these can only 
become effective in achieving better 
growth when the real value of foreign 
aid is improved. The official said: 
"Bangladesh does not accept condition- 
ality which is not consistent with its own 
policies or [which hampers] growth rate.” 

According to Syeduzzaman, Dhaka 
strongly feels that its share of IDA loans 
should be significantly improved, and 
while fully appreciating donors’ em- 
| phasis on sub-Saharan African coun- 
tries, it also believes Bangladesh, being 
an LDC with constraints similar to those 
of many African countries, should re- 
ceive adequate support from the IDA. 

The World Bank provides funds for 
agricultural and industrial projects and 
is also active in the field of opulation 
planning, along with Usaid, Canada and 
West Germany. This fits in well with the 
government's priorities; it has set ag- 
riculture and population control as No. 
1 priorities. — S. Kamaluddin 


» CHINA 

Total World Bank lending since the 
China representation at the World 
Bank in May 1980 has totalled US$4.1 
billion, for 36 projects, mainly focused 
pon energy, agriculture, transport and 
education, making the bank China's 
major source of concessionary funding. 
Of this total, about 60% has been in 
IBRD foans and the rest in interest-free 
IDA grants. 
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BNP'GROUP HIGHLIGHTS 


(In millions of French Francs) 1985 9085/84 
Total assets © 930619  - 2,0 
Customer deposits 335,102 + 48 
Loans to customers (1) 389,084 - 4,0 
Stockholders’ equity and assimilated (2) 


Including minority interests 18,450 + 14,3 
Excluding minority interests 17,467 + 15,2 


Net income 
Including minority interests 2,114 + 19,6 
Excluding minority interests 1,988 + 21,7 


Number of offices 2,397 
of which: Metropolitan France 2,030 
Overseas territories and 76 foreign countries 


(1) including participating loans to customers, 
credits to financial institutions not regarded as interbank 
deposit and leasing transactions. 


(2) BNP increased its capital base in April 1986 
to FF. 2,672,354,000 by issuing 11,000,000 certificates 
of investment of a nominal value of FF.50. 
The issue, at a price of FF. 485 each, contributed FF. 5,335,000,000 
to shareholders funds which have attained FF. 23,785,000,000 


BANQUE NATIONALE de PARIS 


Head Office: 16, bd des Italiens, 75009 Paris 
Tel.: 42.44.45.46 - Telex: 280605 
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Wheri KLM needed a global equity offering, 
we charted their course worldwide. 


on the offering. That meant the syndicate we led could allo- 
cate shares around the world's markets to achieve the best 
price for KLM by matching sales with markets where inves- 
tor interest was strongest. 

Because of our exceptional distribution strength, Merrill 
Lynch alone sold over 4096 of the issue to more than 5,000 
individual and institutional investors in 23 countries. 

It's an example of the increasing importance of the kind 
of global service Merrill Lynch provides: worldwide 
research, worldwide distribution, worldwide trading 
capability that assures liquidity in the secondary markets. 
And, of course, worldwide investment banking expertise. 

In short, the global capital market is here, and Merrill 
Lynch is ready to help chart your way through it. 


M 





Air Transport World recently named KLM the ‘Airline of 
the year" One measure of its superior management is the 
airline's profitability: KLM has been profitable for ten con- 
secutive years, including the recession of the early ’80’s in 
which few major airlines managed to stay in the black. 

Not surprisingly, KLM is managing its expansion with 
equal care. 

50 when the airline wanted to replace and expand its 
fleet, it chose Merrill Lynch to lead-manage a global equity 
offering of more than $300 million. 

The financing brought new meaning to the concept of a 
global capital market. 

Because of Merrill Lynch's strong presence in Europe, the 
US., Canada and Asia, we imposed no regional restrictions 
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Peter C.W. Alberda van Ekenstein, Senior Vice President, Finance, KLM Royal Dutch Airlines and 
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policy, they were purely political. The intent was to rob 
Japan of her power and punish her; in terms of a racial con- — 
flict, this could be said to be a Western revenge against the | 
so-called Yellow Peril. Actually, this revenge exerciselasted | 
for seven years in the form of the American Occupation. | 

American post-war global policy is still the same, in the | 
political, military and economic spheres. Think about the - 
IMF, the World Bank or the Marshall Plan: Japan was - 
beaten in the war and had nothing left. So, to receive the 
blessings of these institutions, we had to obey in silence any- 
thing that America told us to do . . . Habits formed during the © 
Occupation are still embedded in the heart of our people. — — 

Finally, we must die as Japanese. Our children will always | 
be Japanese and the core of our education should be to make - 
them Japanese. Now, what is the root of our Japaneseness? - 
What makes us aware of our shared Japaneseness? Surely 
the Japanese flag and the national anthem. Singing ۵0 
and raising the flag, we feel that we have a common con- 
sciousness. This is linked to our self-awareness as a people, - 
and it creates an emotional bond as Japanese. This should be | 
the nucleus of our education . . .* مسج‎ x: 
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SPEAKING OUT LOUD 


T he following afe excerpts from the controversial inter- 
view with Masayuki Fujio, speaking as Japan’s education 
minister in Bungei Shunju: 


<... One thing was certain: it was forbidden by international 
law to indiscriminately kill civilians during the war. Now, 
that being the case, which was bigger in scale, and more cal- 
culated, the bombing of Hiroshima and Nagasaki, or the 
Nanjing Incident? 

. .. The unification of Korea and Japan [in 1910] was 
based upon an agreement between Japan's representative 
Hirobumi Ito and the Korean representative Kojong. For- 
mally, and in actual fact, it was agreed upon by both coun- 
tries. Of course, there is doubt whether Kojong really repre- 
sented his country, and there may have been Japanese pres- 
sure on him to agree. But the least one can say is that Ito's 
counterpart in negotiations did represent the Yi court. And 
so there was some responsibility on the Korean side too. 

. .. What do we really mean by war responsibility? Is it re- 
sponsibility for starting a war, or for losing one? If it is the lat- 
ter, things are fairly simple: the leaders should be judged in- 
side their own country and externally it can be settled by pay- 
ing an indemnity or by handing over corresponding land or 
powers. It is, in other words, no different from settling a con- 
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sure, every country is perfectly entitled 
to cherish its traditions, its history, and | 
its national symbols. m 
The problem with Japan is that so. 
many of the traditions and the symbols - 
were distorted and abused for so long - 
that they are tainted forever. Any at- - 
tempt to revive them officially will upset - 
the countries that suffered under them. — 
Fujio appears to have forgotten that - 
Koreans, who have a spirit and tradi- 
tions of their own, were forced to ac- « 
cept all the spurious Shinto mumbo - 
jumbo concocted by Japanese national- — 
ists. و‎ 
Despite his somewhat crude think- 
ing, Fujio has raised a legitimate prob- « 
lem: how can a country deal with tainted 
national symbols? To say that the West 
Germans did much better is not really 
the answer. Nazi symbols, though de- . 
rived from Germanic traditions, were ۱ 
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Veterans at the Yasukuni Shrine; Fujio (inset): familiar arguments. — 5 a 


for the war dead 
officially this year. 

Fujio is not a 
lone and eccentric 
voice in Japan, and 
his arguments are 
familiar. Firing 
him has stemmed a 
crisis in relations 
with South Korea; 
it is not a solution to a dilemma in the 
national Japanse psyche. Fujio is con- 
cerned with, in his own words, “regain- 
ing the spirit of the race based on history 
and traditions.” He has used the word 
minzoku, as he did in his Bungei Shunju 
interview. I translated it as “people”; 
the Asahi Evening News said “race.” 
The German word Volk, as used by the 
Nazis, denoting racial purity, is perhaps 
the closest approximation in a Western 
language. 

How to regain or preserve the spirit 
of the Volk has obsessed Japanese 
nationalists for at least a century. It is 
not only a Japanese obsession, of 
course, nor is it confined to the right- 
wing. Leftwing Filipino nationalists, 
though not worried about racial purity, 
feel exactly the same way Fujio does 
about the IMF/World Bank/US threat 
to their national psyche. And, to be 


flict between criminal gangs. 


. .. Because the Tokyo Trials were part of the Occupation 


Fighting with 


tainted symbols 


By lan Buruma 


ne thing is clear, Fujio is a sloppy 

historian. By the time Japan an- 
nexed the Korean peninsula in 1910, 
Hirobumi Ito had been assassinated and 
Kojong had been forced to abdicate by 
the Japanese. Fujio appears to have 
confused the Treaty of 1905, which 
made Korea a Japanese protectorate, 
and the annexation of 1910. In 1905, the 
Korean king had little choice but to 
sign. Japan had just beaten Russia in a 
war and its domination of the Korean 
peninsula had been formally recognised 
by the major powers in the Treaty of 
Portsmouth. Poor Kojong resisted the 
Japanese as much as he could. To hold 
him responsible for Korea's colonisa- 
tion is patently absurd. 

But to dwell upon Korea — even 
though it was the South Korean reaction 
that led to the minister's demise — is to 
miss the point of Fujio's interview. 
Fujio belongs to a school of rightwing 
nationalism, which is concerned with 
domestic issues, in which it brooks no 
foreign interference. Prime Minister 
Yasuhiro Nakasone, who, judging by 
many speeches made in the past agrees 
with Fujio on most points, has allowed 
foreigners, specifically Chinese and Ko- 
ecans, to interfere — asshown by his de- 
cision not to visit the Yasukuni Shrine 
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mans can abolish the swastika with- 
out feeling deprived of their national 
spirit. | 

The Japanese case is not so simple. 
Japanese militarism and mystical 
nationalism were part of a continuous 
process. Unlike in Germany, there is no 
clear dividing line between the past and 
a semi-criminal regime. State Shin- 
toism, emperor-worship, the “national 
essense” (kokutai no hon i) and 0 
forth, are to a great extent 19th-century 
ideas, but they are so tangled up with 
older Japanese traditions that they have 
become virtually indistinguishable in 
the modern Japanese mind. 

There are three things a country 





possessed of strong constitution and 
iron will ... because they were fond of 
horse riding and archery and always 
hardened their bodies from their child- 
hood.” -Koguryo also is credited with in- 
fluencing Japan, a role usually and more 
plausibly attributed to Korea's southern 
kingdoms. 

By a curious teleology, Koguryo is 
also described as engaging in the 
"work" of unifying Korea (attacking all 
its neighbours). But at this point, of 
course, real history becomes extremely 
inconvenient: the actual first unification 
of Korea, at least up as far as the 
Taedong River, was accomplished by 
Silla, not Koguryo. The North Korean 
response to this is striking. In effect, his- 
tory is chided for not coming out right: 
"From the standpoint of historical deve- 
lopment this task [unification] should 
have been undertaken by Koguryo be- 
cause she was the strongest of the three 
kingdoms.” All would have been well, 
had Koguryo’s rulers only maintained 
"a strong national power and . . . an 
adamant attitude." But alas, “laziness 
and slackness” took over, and Koguryo 
succumbed. 


|^ an attempt to save face, however, 
stress is put on Silla's alliance with 
Tang China at this time — an act of na- 
tional treason, in Pyongyang's typically 
chauvinist view: “Drawing foreign ag- 
gressive forces in unification enterprise 
(sic) had cost the progress of Korean 
history very dearly." Indeed, Silla's uni- 
fication of most of the peninsula is 
barely acknowledged. Instead, Pyong- 
yang seizes upon the state of Palhae 
north of the Taedong (whose Korean- 
ness is actually quite unclear) as a 
worthy successor to Koguryo. 

Korea's eventual unification is thus 
left to the Koryo dynasty (AD 918- 
1392) which Pyongyang also approves 
of, for reasons which by now are becom- 
ing predictable. Koryo is seen as succes- 
sor to Palhae rather than Silla. As well 
as civic progress, military power is again 
stressed — with open regret that a plan 
to. occupy the Liaotung peninsula came 
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the control of Chinese colonists. “No, 
never,” exclaimed Bae Chong Hui, our 
guide at the Korean Central Historical 
Museum. In fact, Pyongyang denies 
that Korea was ever actually occupied 
by a foreign invader at any time in its 
history prior to 1910. Attacks and incur- 
sions.are admitted, but they are invari- 
ably beaten off or resisted. So no Mon- 
gol occupation either in the 13th cen- 
tury, nor Khitan earlier. As a well- 
travelled member of our party in the 
museum commented, not even the Al- 
banians claim they were never con- 
quered. ۱ 

However, all this is preliminary to 
North Korea's chief historical concern, 
which is to render all praise to the king- 
dom of Koguryo. Unlike the three ear- 
lier semi-mythical states, nobody 
doubts the historical existence of the 
three kingdoms of Koguryo in the 
north, Paekje in the southwest and Silla 
in the southeast. Even Pyongyang’s 
claim that Koguryo was the first, biggest 
and strongest can be accepted. 

Two things however are striking. 
Koguryo is emphasised out of all pro- 
portion: a dozen rooms in the Historical 
Museum, while Paekje and Silla get 
only one between them — similar pro- 
portions are found in books. True, in 
South Korea it tends to be the same but 
opposite: Silla receives a near mono- 
poly of attention, as any visitor to 
Kyongju can testify. (Will no one speak 
up for poor Paekje? Perhaps South Ko- 
rean dissident Kim Dae Jung, one day.) 

Equally notable, however, are the 
qualities which North Korean historians 
find in Koguryo. They make no bones 
about praising its militarism and expan- 
sion by conquest. Toughness is a virtue 
too. The Great Leader himself is quoted 
as saying: "The people of Koguryo were 


A historical outline 
of Korean chauvinism 






By Aidan Foster-Carter in Pyongyang 


K orea is a very old nation, and in no 
1 | 2۲۲ of Korea are you allowed to 
forget it. North Korea has a keen sense 
of history — and a very particular read- 
ing of the Korean past — which fre- 
| quently clashes with such evidence as 
| we possess. Still, Pyongyang's version 
of Korean history is often unintention- 
ally illuminating about North Korea 
- today, its values and outlook. In fact, 
| for those weary of the works of great 
. and dear leaders, I recommend a little 
| volume called The Outline of Korean 
. History (hereafter called Outline) put 
| Out by the History Research Institute of 
- the North Korean Academy of Social 
. Sciences. 
. . Some myths are of course shared 
| with South Korea. The legendary foun- 
| dation of Korea by Tangun in 2333 BC 
| (REVIEW, 24 Apr.) gets its due. But 
| Pyongyang attributes it as a founding 
|. legend of Kochoson, one of three slave- 
| owning kingdoms (the others were Puyo 
| and Chinguk) which allegedly 
| flourished in the first millennium BC. 
| Actually these states are shrouded in 
| mystery: not all scholars even accept 
| their existence, let alone whether they 
were Korean (Kochoson was largely in 
| present-day China, and a little bit of 
| what is now North Korea). 
| But that is sufficient for Pyongyang's 
_ purpose. As we shall see, projecting the 
. present onto the past, it systematically 
plays up past states which occupied 
northern Korea (all the better if they 
had a chunk of China as well), and de- 
values those in the south. Thus almost 
X all we learn of Chinguk is that Kochoson 
| culture strengthened it. 
.. What we most definitely do not 
. learn, from this or any other North Ko- 
. rean gource, is that for at least 400 years 
| (100 BC to AD 300) Korea was under 
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es such as Admiral Li Sun Sin, 
brilliant defeat of numerically far 
or Japanese invading fleets in the T: 
is as dear to Pyongyang's heart as 
to Seoul's. While paying lip-s 
to "defensive" struggle , the 
-+ gression. Thus Kog 
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see too. But, unlike Fujio. he also 
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would pose the same prc 
| ced by the American 
Occupation forces who tried to do just 
that. Where do you draw the line? Is the 
Kabuki theatre, as a repository of 
samurai values, militaristic and thus to 
be thrown out? If we agree that the 
Yasukuni Shrine is bad, what about 
Mt Fuji, the holiest of state Shinto - 
shrines? 
^ The idea of liberation struggle in the 
tradition, or rather anti-tradition, of 
peasant rebellions, appeals in develop- 










ing countries. In Japan, where more | 


than 90% of the people regard them- - 
selves as middle-class, it is preposter- 
ous. Only a handful of diehards still be- 
lieve in it, and most of them have ended 
up in Palestinian training camps. — 


Korean alphabet (hunminjongum. to 
North Korea, hangul in the South), to 
Korea's invention of the world's first 
metallic type (two centuries before 
Gutenberg), and so forth. Even Silla 
gets its share of praise: for its famous 
gold crown (albeit. “soaked with. the 


sweat and blood of the masses"), and . 


for the 7th-century Chomsongdae as- 
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tronomical observatory in Kyongju. | 
The Buddhist shrine of Sokguram- 
even inspires an uncharacteristically lyr- 


ical passion. Of the image of Av- 
alokitesvara (Goddess of Mercy), the 
Outline says: "Looking at her graceful 
and charming face and slim lines of the 


body wearing thin and light drapery, | 
one can see a life-like woman, whose | 
pulse is throbbing with a healthy rhythm." : 


„| lems that were fa 
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n would seem to be the 
ened one, but is it realistic? 
) sneer at national symbols, 
people need them to feel some 
` national community. It is al- 
amusing to see how the most 
eering intellectual changes when con- 
snted with such institutions as royalty. 
ising with national symbols, 





: to naught. The Khitan invasions around 
- 1000 are described as being dealt “an- 
 nihilating blows": the fact that they oc- 
cupied the Koryo capital at present-day 
Kaesong is not mentioned. 
North Korea’s account of the ensu- 


ing Li (Yi) dynasty has its moments too. - 





Early on, the new government moved 
“to establish a more efficient control 
over the people.” This involved a 
kind of pass law, as well as a "house- 
hold control system" in which "each 
household was duty-bound to watch 
others’ movements.” and lookouts 
throughout the land to “prevent the 
floating of the population.” All 
these, needless to say, have their 
modern equivalents in North Korea. 

What of the decline and fall of 

the Yi dynasty in the 19th century? 
| Pyongyangs comments on the 
 Taewongun, the regent who seized 
«power in place of his son the young 
` King Kojong (“an infant surrounded 
> by nonentities") in the 1860s, are 
worth. pondering carefully. "Exter- 
` nally, he stubbornly pursued a policy 
of isolation.” (Itis clear from the con- 
text that “stubbornly” indicates a vir- 
tue.) At home, he built up the mili- 
tary and defence. So far, so good. 
But it all came to naught because he 
`. failed to modernise the country, 
propping up the “highly anachronis- 
tic" feudal system because of his 
“hidebound” attitude. 
` Hence his overthrow by Queen 
Min and her group, who pursued a 
“reckless open-port policy” and thus 
put Korea in thrall to various im- 
perialists. The Japanese eventually 
` succeeded, but only because of the 
absence in Korea of "a great politi- 
cal leader . . . capable of providing . . . 
correct leadership." From that point on 
mythology takes over completely, and 
the story becomes uninteresting as well 
as mendacious. : 

What is hard to stomach is Pyong- 
yang's harping on specifically military 
virtues. Not that more pacific cultural 
a&omplishments are completely neg- 


| lected. Due recognition is given to the 










Ahmad at the time of his detention; Ghazali: scathing com ents. 
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A friend of Britain 


Tunku Abdul Rahman and Malaysia’s foreign policy 1963-1970. Berita Pub- 


tween Malaysia and Singapore, as oc- 
curred in the August 1965 separation 
of the island republic from the feder- 
ation, British and Commonwealth sen- 
timent was clearly pro-Singapore. 
During and after the 13 May 1969 race 
riots, again, Western sympathies. lay 
with the Chinese, not the Malays who 
felt let down by the British, particu- 
larly after their close association and 
support. 

The Young Turks within the ruling 
Malay party, Umno, already resentful 
of the continued close relationship with 
the British. since independence, now 
saw that that closeness did not even 
bring any benefit to the Malays. It was 
only a matter of time before the Anglo- 
Malaysian special relationship became a 
thing of the past. 

Ahmad, who was one of the Young 
Turks, traces this momentous period in 
the evolution of Malaysian foreign po- 
licy. By and large he has come up with a 
detached and objective account of the 
first Malaysian prime minister's conduct 
of foreign policy during the period. He 
has also offered an analysis of the ques- 
tion why Malaysia's foreign policy had 
to change. 

Yet two issues seem to have stood 
out since Ahmad's book was launched 
in April: whether or not a cabinet minis- 
ter or prime minister has more than 
one “red box” (portfolio), and whether 
former home and foreign minister 
Ghazali Shafie had a hand at all in the 
making of foreign policy during Tunku 
Abdul Rahman's time as prime minis- 
ter. 

The first point arises from the au- 


"thor's contention that there were 18 un- 
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atuk Abdullah Ahmad, former 

Malaysian prime minister Tun 
Abdul Razak’s confidant for 14 years 
who was detained under the Internal 
Security Act from 1976-81, has pro- 
duced a book on Malaysian foreign po- 
licy between 1963 and 1970 which al- 
ready shows signs of being more con- 
troversial in a domestic political sense 
than of being a subject of academic dis- 
putation. 

The period covered by his study, 
written as a thesis for a Master of Let- 
ters degree at the University of Cam- 
bridge, was a formative one for present- 
day Malaysian foreign policy. The 
period was marked by serious chal- 
lenges to Malaysian nationhood, start- 
ing with the Indonesian Confrontation 
and the Philippine claim to Sabah, going 
into the separation of Singapore from 
Malaysia and ending with the traumatic 
racial riots of May 1969. It demonstrat- 
ed, at least in the Malaysian perspec- 
tive, the inadequacy of a foreign po- 
licy narrowly based on pleasant pro- 
Westernism without any Afro-Asian 
base. 

It resulted in a new, assertive for- 
eign policy of stern non-alignment 
initiated by the late Razak (1970-76) 
and epitomised more dramatically by 
Prime Minister Datuk Seri Mahathir 
Mohamad. 

While the British stood by Malaysia 
during the Indonesian Confrontation, 
the newly-formed federation was in 
grave danger, through its own neglect, 
of being diplomatically isolated from 
the Afro-Asian community where In- 
donesia’s Sukarno exerted strong 


leadership. When it came to a choice be-' 
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praise of a strong and glorious past on 
the one hand, and socialist critique of 
feudal oppression on the other. For 
Pyongyang, predictably, the balance is 
tilted firmly towards the former. Yet the 
occasional obligatory footnote of criti- 
cism is often quite illuminating. 

Thus Koguryo's demise is explained 
in terms of “intensified repression of the 
people [resulting in] weakening na- 
tional power." Paekje's legal and mili- 
tary system is described as having “dou- 
ble aims — externally, to protect the 
country from the encroachment of the 


— foreign enemy and interfially, to op- 
. press the people." In Silla too, “the 


development of the economy was at- 
tended by harsh exploitation of the peo- 
ple." Even a passage praising the build- 
ing up of the Koguryo capital speaks of 
"Pyongyang in those days built at the 
expense of the Koguryo people." (In 
these days too, perhaps.) 


imilarly, murals in a Koguryo royal 

tomb portray the "plump faces of 
the deceased couple, indicative of their 
pompous life." One can call to mind 
another couple of plump faces, another 
tomb's numerous gold and other fancy 
artifacts. Both attest to "thriving cul- 
ture" and also "give us an idea of the 
riotous life the feudal rulers . . . lived 
at the expense of the people." (What 
might future archaeologists then make 
of the International Friendship Exhibi- 
tion at Myohyang?) 

Even in more recent times, the speci- 
fic reason for the Taewongun's downfall 
is given as the strain on state finance 
caused by palace building, on which, 
furthermore, “compulsory labour 
evoked the people's discontent.” 

Finally, it surely behoves North 
Korea to ponder carefully the fate of its 
beloved and admired Koguryo. It 
hardly suffices quixotically to blame his- 
tory for getting it wrong. The fact is that 
it was Silla, and not Koguryo, which uni- 


fied Korea. And perhaps there are les- 


sons in this. North Korea blames Silla 
for its alliance with China. But was this a 
weakness, or a subtle strength? After 
all, it enabled Silla not only to conquer 
Koguryo but thereafter to establish a 
strong Korean state, nominally under 
China's suzerainty but in practice free 
and self-governing. Conversely, Kogur- 
yo's isolation, for all its militancy, seems 
to have been its undoing. 

One hopes that nobody today would 
again attempt the reunification of 
Korea by force — though it is barely a 
third of a century since this was tried. 
The competition between our latter-day 
Koguryo and Silla is thus by other 
means: economic, political, social, and 
cultural. Which system is the more via- 
ble, and the more dynamic? Which one 
will endure; which one must adapt, or 
perish? In 1986, as in 668, there can be 
no*serious doubt but that Silla has done 
it again. 
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ART 


Beauties by 
a cruel man 


Yoshitoshi's Women: The wood- 
block print series *Fuzoku Sanjuni- 
SO" by John Stevenson. Avery Press. 


he Japanese print artist Yoshitoshi is 

chiefly known for such arresting im- 
ages as women suspended upside down, 
while hfving their stomachs slit with 
samurai swords. The British business- 
man John Stevenson has one of the 
finest collections of Yoshitoshi prints in 
the world and the book at hand is the 
second series of prints he has published. 
The first series was of ghosts. This one is 
of beautiful women. Although one of the 
women bites her handkerchief in pain as 
her lover's name is tattooed onto her left 
arm, the connoisseur will look in vain 
for the master's celebrated torture scenes. 
This is Yoshitoshi in a gentle mood. 

Stevenson calls Yoshitoshi the “last 
creative genius of ukiyo-e.” This is tech- 
nically true. Ukiyo-e, or pictures of the 
floating world, came to an end as a dis- 
tinctive genre around the end of the last 
century. As Stevenson points out in his 
introduction, the traditional way of life 
depicted by artists like Yoshitoshi was 
changing fast, sometimes beyond recog- 
nition, in Yoshitoshi’s own lifetime. 
The extraordinary pace of change in 
Meiji Japan obviously led to tension, 
especially among artists and intellectu- 
als. Yoshitoshi experienced actual 
spells of madness. Was this, as well as 
the artist’s violent and often grotesque 
imagination, a sign of his times? It is a 
romantic notion. 

Stevenson believes it to be true. It is 
certainly true that sensationalism often 
goes together with social disintegration. 
And Yoshitoshi was not alone in his 
bizarre fantasies. Kabuki playwrights of 
his time were just as morbid. Stevenson 
hints at another reason for Yoshitoshi's 
specialised taste: a cultural propensity 
for artistic sadism — the violent comic 
books of today, says Stevenson, are “di- 
rect descendants of ukiyo-e.” True. So 
are fashion photographs and much of 
modern Japanese design. 

Yoshitoshi was a great designer, with 
an eye for detail and colour perhaps un- 
rivalled in his time. This collection, 
though less exciting than the violent 
scenes, shows Yoshitoshi at his best as 
an observer of beautiful women, of their 
clothes, their expressions, their sensual- 
ity. He even managed to bring individu- 
ality to his subjects in a highly stylised 
art, which is not an easy feat to pull off. 

One hopes many people will buy this 
book. Then, in a second printing, we 
might see the peculiar yellow hue disap- 
pear from what are otherwise well-re- . 
produced prints. — lan Buruma 
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for Ahmad as his (the Tunku's) leader- 
ship was challenged in the aftermath of 
the 13 May racial riots in 1969. 
However, the powers of Malay poli- 
tical rehabilitation and reconciliation 
are such that, as this book shows, any- 


thing is possible. The Tunku has been 


generous with his time and Ahmad 
has been objective in his assessment of 
the Tunku's stewardship of foreign po- 
licy. 

He establishes the central impor- 
tance of the Tunku's role in the making 
and conduct of Malaysian foreign po- 
licy, rather like a De Gaulle, a Macmil- 
lan or a Nehru. Other roles in Malaysian 
foreign policy formulation were de- 
cidedly peripheral. 

He treats the Tunku's foreign po- 
licy predispositions with respect if not 
with favour. He writes of the Tunku's 
bias towards the British by tempera- 
ment and association: "Under ۵5 
leadership, like Malaya's, Malaysia's 
foreign policy was pro-West which in 


. [the] Tunku's idiom essentially meant 


pro-British and Commonwealth." At the 
same time, he does concede that the 
Tunku's pro-Westernism was not blind, 
as evidenced by the way he attacked 
apartheid. 

While not sparing the Tunku the 
failings of his foreign policy (as in 
Malaysia’s isolation in the Afro-Asian 
world when Sukarno launched Con- 
frontation and as in the British Gov- 
ernment’s preference for Singapore 
Prime Minister Lee Kuan Yew during 
and after the separation crisis in 
August 1965), he also conceded that 
the Tunku did not try to stand in the 
way when new directions in foreign 
policy had to be forged: “. . . the Tunku 
can claim to have practised genuine 
pragmatism with considerable flair and 
flexibility, thus laying consciously or 
unconsciously some of the foundations 
of the new Malaysian international per- 
sonality which was to come.” 

— Munir Majid 


opened red boxes in the prime minis- 
ter's office when Mahathir took over 
from Tun Hussein Onn in 1981, presum- 
ably left there by the latter. At the 
launching of Ahmad’s book, the Tunku 
typically asked how this could be since 
each minister, the prime minister in- 
cluded, was only given one red box. The 
matter has since been taken up in the 
local Malay press, with the author writ- 
ing in to say that each cabinet minister 
can easily posses more than one red 
box. Onn has not yet joined the con- 
troversy. 

Possibly Ahmad is trying to get his 
own back, as Onn was prime minister 
when he was detained in 1976. As far as 
Ghazali Shafie is concerned, however, 
it is generally believed that he was di- 
rectly responsible for Ahmad's deten- 
tion. 

So, did Ghazali Shafie have no major 
hand in the making of Malaysian foreign 
policy as has been believed so widely for 
so long, or is Ahmad only asserting this 
to get even? 


AC if one reads the book 
closely, it is not Ahmad but the 
Tunku who says that Ghazali Shafie had 
no hand in the formulation of foreign 
policy. The most scathing comments 
come from the Tunku, not from 
Ahmad. While it cannot be discounted 
that Ahmad must have written these 
comments up with relish, the one with 
whom one must check the point is the 
Tunku. 

Indeed the Tunku has been generous 
with his time, which Ahmad, already 
well-placed to write the book because 
of his involvement in politics dur- 
ing the period and close association 
with Razak, obviously gained benefits 
from. 

But why deal with the Tunku's 
foreign policy. and not Razak's with 
whom the author was close? Why the 
gunku when he did not even much care 
for Ahmad? Indeed the Tunku had iit in 
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clearly be on the complainers to prove 
they are "inconsistent with" the Gatt. 
There has been rather more cheer over 
agriculture, where all forms of farm sup- 
port — US production aids as well as 
European export subsidies — have been 
put on the negotiating table for the first 
time in Gatt history. The EEC success- 
fully resisted wording which would have 
singled out subsidies, something it 
claimed was a discriminatory attack on 
the working — officially non-negotiable 
— of the Common Agricultural Policy 
(CAP). But both the US 
and Australia, on behalf of 
the increasingly influential 
“Cairns Group” of 14 ag- 
ricultural “fair traders,” said 
their demand for a pro- 
gressive reduction of export 
subsidies — a key prop of the 
CAP — was clearly encom- 
passed by phrases referring 
to the “phased reduction” of 
the negative effects of farm- 
support measures “and deal- 
ing with their causes.” 


ohn Dawkins, the Aus- 

tralian trade minister, 
said in a statement by the 
Cairns Group that “in our 
view, the dominant causes 
are the massive subsidies 
producing the surpluses 
which are distorting trade, 
particularly export sub- 
sidies.” Agriculture had 
been placed firmly in the 
Gatt framework, he added. 

The group, which in- 
cludes Indonesia, Malaysia, 
the Philippines, New Zea- 
land and Thailand along with 
Canada, Hungary and five 
South American farm ex- 
porters, went to Punta del Este fresh 
from last month's meeting in Cairns, 
Australia determined to secure stronger 
language on subsidies than the majority 
draft text worked out in Geneva in July. 
In large measure it succeeded. The US 
proved a staunch ally, somewhat ironi- 
cally since it was the Washington deci- 
sion to step up its subsidies war with the 
EEC that brought the Cairns Group 
into being to fight the devastating im- 
pact this has had on their own farm ex- 
ports. 

The EEC, meanwhile, was weaken- 
ed by longstanding internal dissent be- 
tween countries such as France, deter- 
mined to preserve the costly edifice of 
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Gatt ministers agree to talk — on US terms 


Uruguayan trade-off : 


anxieties that the US does not have the 
political will to tackle protectionism 
when he told reporters that the 
standstill and  roll-back provisions 
would not cover so-called “grey-area” 
measures such as voluntary export re- 
straints and market-sharing arrange- 
ments. Given this attitude, the US 
would be under no obligation to aban- 
don its deals with, say, Japan over 
semiconductors. 

Yeutter also said retaliatory action 
under Section 301 of the US Trade Act 


Yeutter: ‘major victory.’ 


which deals with unfair trading practices 
would not be held up by recourse to 
Gatt’s unsatisfactory disputes proce- 
dures. Washington is currently consid- 
ering retaliatory action against both 
Taiwan and Brazil which could be held 
to breach the standstill commitment. 

“I don’t believe we have any provi- 
sions that will be covered by roll back 
and very few that will be covered by 
standstill,” he said. 

Yeutter’s remarks caused some con- 
fusion in the Gatt camp, which had 
considered grey-area measures to 
be covered. These measures are ex- 
pected to be challenged when the 
negotiations start, but the onus will 
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By Frances Williams in Punta del Este 


/ e were sighs of relief all round 
|. 4 when, after five days of haggling 
| over the agenda, the 92 member coun- 
| tries of the General Agreement on 
| Tariffs and Trade finally launfhed a new 
| round of international trade talks de- 
signed to halt the slide to protectionism 
and liberalise the world trading order. 
For Asian commodity producers the 

good news was an agreement to table 
. agricultural export subsidies and farm- 
` support policies for negotiation. 
“The launching of the Uruguay 

round," declared Clayton Yeutter, US 
Trade Representative and chief 
negotiator, “is a major victory for the 
_ principles of free and fair trade.” 

= Others were less grandiloquent. The 
. shadow of growing US protectionism, a 
_ card played for all it was worth by Yeut- 
ter, hung over ministers’ deliberations 
at the seaside resort of Punta del Este in 
. Uruguay as they struggled to reach 
_ agreement on the agenda and proce- 
_ dures for the round. For many countries 
it was enough simply to launch the 
negotiations in the hope that this would 
. help defuse the now intense pressure in 
. the US Congress for tough retaliation 
against alleged unfair trading practices 
_ abroad, fuelled by the massive and still- 
widening US$155 billion trade deficit 
with the rest of the world. 

Inevitably the resulting ministerial 

declaration largely reflected US in- 
_ terests. 
» .. The US went to Punta del Este with 
pave objectives and achieved them all, 
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though not without difficulty. The new 
Bound will, for the first time, include 
negotiations on trade in services such as 
insurance, shipping and tourism, piracy 
of intellectual property including coun- 
_terfeiting, and trade-related aspects of 
direct investment abroad. It commits 
"countries to tackling the havoc wreaked 
۱ by protéctionist agricultural policies. 
And it will cover improved procedures 
for settling disputes within the Gatt. 

. Whether this will be enough to pla- 
cate the US Congress, which next year 
must authorise US participation in the 
new round, is an open question. Re- 
marks made by Yeutter after the meet- 
| ing ended ,were not reassuring. The 
ministerial declaration commits coun- 
tries to a standstill on new protectionist 
measures which are “inconsistent with” 
- Gatt fair-trade rules, and to “roll back" 
existing ones over the period of negotia- 
tions. This was already a far weaker 
commitment than developing countries 
wanted. However, Yeutter reinforced 
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tariff and non-tariff barriers, textiles 
and clothing, tropical and natural re- 
source based products, the operation of 
the "safeguards" mechanism which per- 
mits temporary import restrictions to 
protect threatened industries, and sub- 
sidies. 

Much more heat was generated over a 
bid by the EEC to add to the ministerial 
declaration a reference to the need for 
negotiations to achieve a "balance of 
benefits," aimed (though no countries 
were mentioned by name) at Japan's al- 
leged unwillingness to take sufficient 
steps to cat its huge trade surplus with 
the West. 

The Japanese delegation, led by 
Kazuo Chiba, the ambassador to Gatt, 
mounted*an unusually vigorous cam- 
paign of opposition to what became 
known as the Bob Clause, which in any 
event found little favour. The US, to 
whom the EEC was looking for support, 
came out firmly against, agreeing with 
Japan that the clause was dis- 
criminatory and out-of-place. 
The community finally had 
to content itself with an un- 
controversial passage on the 
need to tackle “growing dis- 
equilibria" in world trade in 
the closing statement by the 
meeting's chairman, Enrique 


Iglesias, the Uruguayan 
foreign minister. 
Ministers were, how- 


ever, only too well aware 
that their efforts in Punta 
del Este will have little im- 
pact on those imbalances 
whose causes lie primarily 
in the malfunctioning of the 
world's financial system, 
conflicting economic 
policies and deep-rooted 
differences in economic 
structures. Nor can they do 
much to ameliorate the 
plight of the developing 
world plagued by indebted- 
ness, tumbling commodity 
prices and shrunken aid and 
capital flows. Their more li- 
mited goal has been to give 
renewed political impetus 
to preserving an open-world 
trading system in the face of 
these economic and financial pressures 
and preventing any repetition — seen as 
all too possible — of the disastrous re- 
treat behind import barriers which pro- 
longed and deepened the 1930s depres- 
sion. 

It remains to be seen whether the ex- 
pressions of goodwill and determination 
which accompanied the launch; of the 
Uruguay round can be carried through 
to the negotiations themselves, due to 
start early next year and to last for four 
years. Sluggish economic growth in the 
West, mass unemployment in Europe 
and a burgeoning US trade defigit do 
not provide the most propitious 
backdrop. 
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negotiating group on services — for 
which Gatt will provide the back-up in 
common with other groups — will re- 
port to ministers convened on the same 
ad hoc basis. Only at the end of negotia- 
tions will it be decided whether or not to 
incorporate the results into Gatt rules. 
However, the Western countries 


clearly took the view that the incorpora- ` 


tion of services into the Gatt was only a 
matter of time. Yeutter said Washing- 
ton had got what it wanted. “In reality 
it’s a single-track approach to the 
negotiations," he said. “All will come 
back to Gatt at the end of the day.” 
Yeutter said he did not expect the US to 


try to swap concessions between goods | 


and services but he did not rule this out. 


he US also secured agreement to 
negotiate a new framework of rules to 
curb piracy of intelleetual property such 
as patents and copyright, and restrain 
counterfeiting, reckoned to be costing 


re 





the US industry some US$20 billion a 
year. 

But Washington was forced to give 
ground on the third of the three non- 
traditional issues it wanted on the 
agenda — the question of export-per- 
formance requirements, local-content 
regulations and other investment meas- 
ures bearing on trade — after deter- 
mined opposition from a large group of 
developing countries alarmed at the im- 
plications for sovereignty over their 
overall investment policies. Negotia- 
tions cannot now start until all con- 
cerned agree existing Gatt rules are in- 


, adequate. 


There was agreement to negotiate on 






Thai rice worker: farm-trade focus. 


FISE- ^. 
the CAP, and those such as Britain and 
West Germany which want reform. 
“The fundamental objectives and 
mechanisms are not up for discussion,” 
repeated Willy de Clercq, the EEC's 
trade commissioner, insisting that there 
was a difference between the negative 
effects of policies and the policies them- 
selves. 

In private, officials admit that the 
CAP is unlikely to survive intact from 
the new negotiating round. “It puts the 
CAP up for grabs — but not tomorrow 
morning,” said one high-ranking Euro- 
pean source. 

The community was also forced to 
concede that agricultural subsidies 
could be discussed in any group consid- 
ering subsidies, though the main ag- 
ricultural negotiating committee is to 
have “primacy.” 

The US and the Cairns Group still 
want the agricultural negotiations to be 
put on a “fast track” and completed 
within two years. But the French presi- 
dential election in 1988, among other 
things, will put pressure on the commu- 
nity to keep the negotiations running. 

The issue of services provided the 


other major obstacle to the new-round | 


launch, with Brazil and India leading a 
small group of hardline developing 
countries in all-out opposition to any in- 
clusion of services in the talks. 

This has been a central priority for 
the US and other rich countries anxious 
to exploit their comparative advantage 
in the services trade, but over time it has 
come to have some appeal to many de- 
veloping countries, especially those 
with strong service industries of their 
own. South Korea, for example, could 
expect to benefit from any negotiations 
on shipping and construction services. 
For others, the discussion of services in 
a multilateral forum offers the chance of 
escape from bilateral arm-twisting, by 
the US in particular, which has used 
threats of import curbs to extract con- 
cessions from South Korea on insurance 
and Singapore on copyright, to take just 
two examples. 

At the same time many developing 
countries, and not just the hardliners, 
expressed fears that unrestrained West- 
ern competition could put their em- 
bryonic service sectors out of business 
and interfere with economic develop- 
ment programmes. 

The path to agreement was opened 
up when, in a sudden about-turn, Brazil 
and India agreed that services could be 
discussed in the negotiations provided 
they took place outside Gatt auspices. 
This separation, they argued, would 
prevent the West from blocking imports 
of Third World goods in retaliation for 
developing countries’ failure to make 
concessions on services. In what Arthur 
Dunkel, Gatt's director-general, called 
a ^wonderful compromise" the problem 
was solved by launching the new round 


ith ministers convened ad hoc rather. 
than as Gatt contracting parties. The 


FAR EASTERN ECONOMIC REVIEW e 2 OCTOBER 1986 











AREFOO 
EPORTE 


The best of the Richard Hughes 
columns from 1971 to 1983 








FarEastern Economic 


Soft Cover: 184 pages 





The life of Richard Hughes spanned nearly eight E. RS Publications Dieiston : a 
decades, most of them spent as one of Asia's leading | FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes' world was | G. P. O. Box 160 
peopled by the memories of those decades. | Hongkong. 

It was a world of the hilarious . . . like Prince Noro- Yes! Please send copy(s) of the 


dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
US$800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Barefoot Reporter for which I enclose 
US$7.75 each. 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 
per copy. R1002BFR 


Send to: 


2 
T 
3 
(D 


Address: 





Hughes saw and reported it all. This selection from 
moge than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 








[ (Please print in block letters) 


102 2 OCTOBER 1986 e FAR EASTERN ECONOMIC REVIEW 





Ns» L ۲7 
(ORAL CARE SSS 


x TE ULIS TUNES e pli i n ESD es 
Laying the blame for *the failure of 
the ramp squarely on the LME, 
Mahathir claimed that the decision to go 
ahead with the operation had been 
taken by the cabinet in 1980 — some 
months before he succeeded Tun Hus- 
sein Onn as prime minister. “Many of 
the miners who would have gone bank- 
rupt much earlier were saved because of 
this operation by the government," an 
unrepentant Mahathir told his party 
supporters, adding that the govern- 
ment's losses had been offset by the col- 
lection of higher revenues because of 
the strong tin price. “If not for the 
cheating by fhe LME . . . the govern- 
ment would not have lost and the ques- 
tion . . . would not have been raised at 
all." 

So far, no estimate has come from 
the government as to how much it lost 
on its unsuccessful ramp: Finance 
Minister Daim Zainuddin is scheduled 
to announce that to parliament when it 
opens in October. Mahathir himself 
told reporters after his speech that the 
losses “were substantial," but added | 
that the government had collected 
M$873 million in export taxes on tin in 
the years 1980-81. 

Industry sources put Malaysia's di- 
rect losses as high as M$5 a kg on pur- 
chases which may have totalled some 
50,000 tonnes, but there must also be 
taken into account loans to the Interna- 
tional Tin Council (ITC) extended by 
Malayan Bankingand Bank Bumiputra. 


Means assertion that the ramp 
started in 1980 is curious, as the tin 
price actually fell by 50% from March 
1980 to July 1981. Most metal brokers 
and the ITC itself dated the beginning of 
the price-support operation from July 
1981, the month that Mahathir suc- 
ceeded Onn. As the ITC’s buffer-stock 
manager reported to the council at the 
time (REVIEW, 30 Oct. '81), the day after 
the ITC rejected at its quarterly meeting 
a 4.5% price increase proposed by the 
producers, the price immediately 
jumped from M$29.86 a kg to M$31.01. 
“Some may feel this is a striking coinci- 
dence," he said sarcastically. 

The strong upward pressure of the 
price from then on led directly to the 
raising of the trigger prices governing 
the buffer stock of the ITC at the next . 
quarterly meeting, held in Kuala Lum- 
pur. The floor price (below which the 
buffer-stock manager was obliged to 
buy tin to support the producers) was 
raised 6.85%, from  M$27.28 to 
M$29.15 a kg, while the ceiling price 
(above which the manager had to sell to 
protect the interest of the consumers) 
was raised by 6.82% from M$35.47 to 
M$37.89 a kg. The producers had ar- 
gued for a 12.5% increase in the buffer- 
stock range, but 6.85% was calculated 
as the maximum possible before the 
"mystery buyer" would be able to make 
a killing. E 

As it turned out, Malaysia's price 
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LME dealers: allegations of cheating. 


COMMODITIES 


Blowing a tin trumpet 


Malaysia belatedly admits its guiding role in the 1981 ramp 


minister, Tan Sri Thong Yaw Hong, to 
be the secret recipient of 7096 of 13 
share issues originally made over by 
companies at preferential subscription 
prices to the Employees Provident 
Fund. These shares were subsequently 
sold by Makuwasa on the open market 
at a profit, presumably to pay back 
some of the loans which state-owned 
Bank Bumiputra Malaysia had ex- 
tended to Maminco, the government's 
vehicle for the tin ramp. 

The prime minister brushed aside 
opposition calls for an inquiry into the 
ramp and Makuwasa's share dealings, 
so it is unlikely that more details on the 
actual mechanics of the scheme will 
emerge. Mahathir merely stated, some- 
what tautologically, that the govern- 
ment had “tried to save the tin industry 
by entering the market and buying tin." 
In a more cryptic vein, he added: “It is 


| true that the government cannot enter 


the tin market, but the massive cheatin 
in the London Metal Exchange [LME 
at that time cost us losses.” 

Mahathir claimed that the govern- 
ment had been forced to intervene to 
counteract a concerted attempt by a 
group of LME members to force down 
the world tin price through short selling. 
The prime minister said that the Malay- 
sian Government bought these con- 
tracts through an LME broker to keep 
the price up, but when the short sellers 
were faced with the choice of either buy- 
ing tin at the high price from Malaysia's 
broker to meet their other forward com- 
mitments or suffering the prescribed 
LME penalties for default, “the LME 
cheated by changing the rules . . . when 
the time came for its members to make 
good their promises." 


By Nick Seaward in Kuala Lumpur 

alaysia has finally confessed that it 

was behind the disastrous attempt 
to corner the world tin market during 
1981-82. In doing so, the Malaysian 
Government has laid itself open to 
charges from its fellow tin producers 
that it was responsible, to a great extent, 
for the crash of the world tin market as a 
result of the failure of the Sixth Interna- 
tional Tin Agreement (ITA) last year — 
and the loss of jobs for several thousand 
of its own tin miners to boot. 

The admission, foreshadowed six 
weeks ago (REVIEW, 7 Aug.), came 
when Prime Minister Datuk Seri 
Mahathir Mohamad made his presiden- 
tial address at the 37th general assembly 
of the United Malays National Or- 
ganisation on 18 September — just 
some five years after he and then fi- 
nance minister Tunku Razaleigh Ham- 
zah launched the ramp in July 1981, 
with the help of Swiss commodities 
trader David Zaidner. 

For some years now, Malaysia has 
been routinely identified in metal-mar- 
ket circles with the ramp — so it caused 
no surprises when Mahathir said that it 
had indeed been his government that 
had been the “mystery buyer" that 
pushed prices up to a record 3 
(US$13.80) a kg in February 1982. 

The prime minister did, however, 
raise a few eyebrows when he also re- 
vealed that Makuwasa Securities — à 
wholly government-owned company 
which was in the news recently in con- 
nection with certain highly unusual 
share dealings (REVIEW, 24 July) — was 
set up to recoup losses made in its tin 
dealings. Makuwasa was set up in June 
1984 as a private company run by the 
then secretary-general of the finance 
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The Singapore market holds firm m despite a aici ۰ 


their property-linked loans as possible. 
For further support. MAS has 
pumped liquidity into the economy, 
bringing interest rates to 25-vear lows. 
As MAS managing director J. Y. Pillay 
told the Association of Banks in Singa- 
pore in June, “The MAS recognises the 
natural desire of banks to avoid bad 
debts and losses. Nonetheless, in their 
own interest, and for the well-being of 
the economy, banks are advised. to re- 
frain from undue credit shrinkage." 
Undoubtedly, the banks themselves 
would prefer to reschedule-loans than 
take action which-would result in a prop- 
erty market crash, radically diminishing: 
the value of bank assets. "All you need 
is one or two banks to lose their cour- 
age and they [will] cause a chain reac- 
tion,” warns a local property analyst. 





The value of property implied by exist- 
ing vacancies and replacement costs, 


but unsupported by any recent major 
sales, is half that of three years ago. 
There have been casualties, but sur- 
prisingly only minor ones — given the 
government projections of oversupply 
in 1990 of 478,000 m+ of office space, 
146,000 m? of shop space and 11.500 
hotel rooms. South Union Co., primar- 
ily a rubber trader, was placed in receiv- 
ers hands in mid- September. with more 
than half of its S$200 million in debts 
arising from property investments. The 
fate of Hong Fok — with work all but 
stopped on its S$55 million Concourse 
project on Beach Road, has hung i in the. 
balance for months. 

Wannian Holdings, facing a wind- 
ing-up petition, has sold off two China 
investments and is trying to sell its only 
other asset, the Furama Hotel. The 
smallish developer of the half-com- 
pleted Chinatown Centre Point, Ho 
Ki Cheong, has seen his ۷ 
wound. p^with over 2 million. in 








By Paul Handley in Singapore 
T depth of the Singapore property 
market's problems, with worsening 
prospects through 1990, had been ex- 
pected to produce heavy casualties bv 
now, among both developers and the 
banks heavily extended into the prop- 
erty market. Yet not only have massive 
failures not occurred, but blue-chip prop- 
erty stocks have taken off on the Singa- 
pore bourse during the past four months. 
Singapore Land, for example, scur- 
rying to protect itself from potentially 
disastrous losses on two large projects, 
saw its share price move from $$2.10 (97 
US cents) in early May to 585.70 in early 
September. Few properties have changed 
hands, and overseas shoppers looking 
for the bargains they expected in a mar- | 
ket glutted in all sectors can only com- 
plain that sellers’ asking prices hark back 
to the boom days of three years ago. 
Perhaps the most evident signs of 


towers of Raffles City, the 
hotel and commercial com- 
plex with 4,000 rooms and 
35,000 ft? of office space, or 
the uncompleted Marina 
Square project — with 


lion price tag. 

Aside from a slight pick- 
up in the residential mar- 
ket, the next four years 
offer little hope. Rents are 
already at their lowest level 
of the 1980s, and are ex- 
pected to fall further, and 
government forecasts pre- 
dict the glut to increase for office and 
hotel space through 1990. 

What is maintaining the stability, 
which investors insist is quite artificial, 
is a tacit compact between the Monetary 
Authority of Singapore (MAS, the quasi- 
central bank) and the banks to forestali 
any major collapses which could wreck 
the fragile stability in the property mar- 
ket, as well as damage the island's Aare 
tion for a stable business climate the wav 
the Pan-Electric crash did last December. 

Bankers in Singapore say that local 
banks vulnerable to a crash m the prop- 
erty market, especially the so-called big 
four barks, are slowly writing down 
their. property-based risks, making 
smaller provisions than the health 
of the property market might imply, 
and keeping many poorly performing 
loans on their books. This can only 
be done with the knowledge of MAS, 


which, the bankers say, encourages the | 


local banks to reschedule as many of 
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i trouble can be seen with 
| such massive developments 
| as the three half-occupied 


| three hotels and a 551.1 bil- 
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e US strategic stockpile of tin 
‘ound 200,000 tonnes to 42,500 
at a rate of about 10,000 tonnes a 
the GSA took advantage of the 
1 prices to sell heavily on the interna- 
nal market, forcing the buffer-stock 
ager to intervene. 

Between 14 December 1981 and 30 
ril 1982, the GSA sold just short of 
00 tonnes on the international mar- 
- including 100 tonnes on 27 April, 

very day when export cofttrols on tin 
re imposed on producers in an effort 
hold up the price. The buffer stock, 

meanwhile, ended up holding 49.385 
tonnes by the end of the first half of that 
year and the ITC never recovered from 
the financial strain of supporting such 
n enormous inventory. 


rhe. presence of the GSA stockpile. 
coupled with the decline in global tin 
onsumption, was cited by many ex- 
perts as the factors which doomed the 
attempt to corner the market to failure. 
nd judging from statements by the 
alaysian Government at the time, the 
SA was certainly considered more 
damaging to the tin market than the 
LME’s 13 February decision to lower 
the penalty for late delivery of con- 
tracts. Mahathir himself accused the 
US of attempting to sabotage the Ma- 
laysian economy through the stockpile 
sales. 

By laying the blame for its failure 
squarely on the LME, the government 
may be trving to avoid the recrimina- 
tions of its neighbours in Asean — Thai- 
land and Indonesia — which are also 
major tin producers. In common with | 
all 22 ITC member governments, the 
hree Asean producers are facing legal 
action from Tinco Realisations over the 
repayment of £400 million ۵ 
million) which 11 British metal brokers 
laim is owed to them. Malaysia is also 
in the delicate position of trying to at- 
tract Indonesia and Thailand to trade on 
s Kuala Lumpur Tin Market in a bid to 
westall any move by New York to take 
ver where the LME left off. 

- The biggest irony of Mahathir's ad- 
mission is its coincidence with attempts 
| set up an international tin. study 
roup under the auspices of the UN 
onference on Trade and Development 
|i Geneva in November. A senior 
yurce in Malaysia's Ministry of Pri- 
ary. Industries told the REVIEW that 
falaysia had indicated its support for 
he group — which could be a successor 
o the failed ITA — and had urged the 
onsuming nations to take part in the 
iscussions. Although at this stage the 
roposed group is not intended to have 
ny economic mum — RE 
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minimal for four years. Sources say | pany in May, the controversy focused on |‏ 


Intraco's alleged overvaluation Of prop- | 
ertyasanattempttofendofftheraiders. | 

"The problem is, Hongkong people | 
are people who cut theirlosses. ButSin- | 
gaporeans, they just want to hold onto | 
their investment,” says Patrick Cheah of | 
property brokers Hospitality Associa: 3 
tes. Cheah, assisting Japanese and Hong- . | 
kong interests searching for Singapore | 
property investments, says this leaves | 
no room for a market meeting place. — - g 


z that the abundance of capital in | 
Singapore and lack of alternative invest- | 
ment opportunities make developers | 
hesitantto selloffataloss— what would | 
they do with the capital anyway, it is | 
asked? Neither do banks want the cash, | 
with a shortage of borrowersandinterest | 
rates so low that the local overnight rate | 
has hit zero on recent occasions. That | 
makes them less likely to foreclose. b 
For the time being, however, buyers | 
are scarce. "The Japanese are going | 
crazy in Hongkong, but we haven'tseen | 
any of that here," says a property agent. - | 
Hongkong and Singapore buyers are | 
looking for buildings which can be | 
turned over fora capital gain | 
in three years. Japanese buy- | 
ers target prime banking-dis- | 
trict space, which is the only | 
sort of footage that might pro- | 
vide reasonable rental earn- | 
ings. But this is virtually un- - | 
available, with the Tung | 
Building, owned by Hong- | 
kong's troubled C. H. Tung | 
shipping group, the sole high- | 
quality block clearly up for | 
grabs. The Standard Char- | 
tered Bank tower, previ- | 
ously reported for sale, is off | 
the market, the bank says. — | 
Analysts say the four big | 
local banks should be taking | 
bigger losses, or at least mak- | 
ing large provisions, fortheir | 
bad property loans. But, apparently in ex- 
change for keeping the heat off develop- | 
ers and keeping major failuresoutofthe | 
papers, MAS has turned its eyes fromthe | 
smallish provisions actually made in order | 
to keep profits adequate. Only two years | 
ago, MAS let it be known that it had com- | | 
piled a detailed dossier of the property M 
exposure of banks to the building and | 
construction sector, implying its disap- | 
proval of the expanding risksinvolved. — | 
So far, the fine balance has worked, | 
and no major properties have changed |, 
hands save two hotels. (The Orchard | 
Hotel was sold earlier this year as part of. | 
the Pan-El tumult.) With no true indi- | 
cators of current property values, theat- | 
tributed values are still tied to original | 
development costs. But the threat of a 
crash is still there. ^ All it takes is one lit- 
tle Texas bank, which doesn't care whe- |. 
ther it operates in Singapore any more, | 
to foreclose and the whole thing could |: 
come down,” says a market analyst. E | 
mi 


roperty agents and developers add | 
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OUB Centre, the tallest and newest in 
the district, is being rented at less than 
۹93/102, before services, in competition 
with similar prices and various incen- 
tives offered at Raffles City. 

Despite the recent signs of turn- 
around in the Singapore economy, 
realtors say, there is no noticeable in- 
crease in new companies seeking office 
space; nor do office-space take-up fig- 
ures show an improvement. 

All this would seem to point to more 
properties being forced on the market 
by impatient bankers, and bargains 
showing up the way they do during 
Hongkong's property slumps. A year 
ago, Hongkong property magnate Li 
Ka-shing and film mogul Sir Run Run 
Shaw, along with several other wealthy 
businessmen, announced the formation 
of Suntec Investment, with the express 
purpose of finding cheap, quality Singa- 
pore real estate. To date, Suntec has not 
found anything. 

Wannian is asking more than S$50 
million for the Furama Hotel, valued by 
others at only about S$37 million. 
Hongkong and Japanese buyers could 
only muster offers of S$150-160 million 
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Source: MAS Statistical Bulletin. h ete 





for the Hyatt Hotel sold in September to 
the family of the Sultan of Brunei for 
S$184 million (REVIEW, 25 Sept.) by 
Sealion Hotel, which set its bottom rate 
at above S$160 million. The cash-flush 
buyers, who also own the Holiday Inn 
across the street from the Hyatt, were 
apparently the only party willing to 
negotiate at the higher level. 

Valuation of property has been an 
issue, but with few properties changing 
hands, objections to overvaluation can 
only be backed up by reference to re- 
placement value, which developers say 
only reflects the market's temporary 
slump. No one would build with the dull 
prospects of demand in the mid-term, 
they say. Several companies have seen 
their reports qualified by accountants 
who said there had been overvaluation 
of properties, but little further objection 


„was made. During the abortive takeover 
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debts. However, the only major 
to come under bank control has been 
Goldhill Plaza, built by the Goei family 
far from the central business area. Gold- 
hill’s banker, United Overseas Bank 
(UOB), is collectirfg the rents on the 
$$163 million property, hoping to re- 
cover some of its loans. | 

` For the past five years, the building 
and construction sector has dominated 
bank loans and advances — accounting 
for more than 20% of the total since 
1984. Loans to the sector have been 
closer to MAS' maximum limits than in 
any otlier sector. MAS figures show that 
in 1984, 58.3% of the growth in bank 
lending was generated by demand from 
the building and construction sector; in 
1985, the sector's contribution to 
growth was 121% (offset by negative 
contributions from other sectors). 

The drop in earnings reported by 
Singapore's big four commercial banks, 
UOB, Overseas Union Bank (OUB), 
Oversea-Chinese Banking Corp. 
(OCBC) and the government-control- 
led Development Bank of Singapore 
(DBS), stem largely from the property 
sector. UOB net earnings for the first 
six months of this year fell 17% from the 
same period last year; OUB 
was down 12.5% in the same 
period; OCBC was off 20.6%, 
and at DBS, pre-tax earnings 
were down 19%. Most of 
these banks saw earnings 
decline by even greater 
amounts for full-year 1985. 

Only DBS reports provi- 
sions for possible loan losses 
— which at end-June amount- 
ed to S$56 million. These, 
bankers say, are mostly 
property-linked, and are 
matched by similar though 
unreported | provisions 
among the other banks. 

All four have lent to at 
least one of the republic's 
two gigantic troubled pro- . : 
jects: Raffles City and Marina Square. 
UOB and OUB are, along with Singa- 
pore Land and the Post Office Savings 
Bank, Marina's main lenders; DBS is the 
30% backer of Raffles City, and OCBC 
has a small stake. Raffles City, which is 
aggressively marketing office and hotel 
space at bargain-basement prices, is ex- 
pected to incur losses for four years. 
Marina's three hotels, with 2,000 rooms, 
were scheduled to open earlier this 
year; the first is now to open in Novem- 
ber and the consortium backing the com- 
plex is contemplating raising new funds 
to tide itself over what it expects will be 
several years of inability to service debt. 
Boe this exposure, the big four 

banks and their respective develop- 
ment and finance subsidiaries are be- 
hind the main casualties which have 
skown up. OUB and UOB are both mar- 


40 ۶ 


keting space in their own banking-district | 1bid by United Industrial Corp. for the 


state-controlled Intraco trading com- 


towers so cheaply that returns should be 
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slump. The loan has reportedly accumu- 
lated to some US$115 million because 
of unpaid interest. 

Washington's digect sales to China 
— a method conspicuously. different 
from the normal practice of dealing 
through international brokers — is seen 
by some trade sources here as being de- 
signed to protect the markets of its 
neighbouring Latin American and Car- 
ribean exporters. 

The exact volume of the second lot 
that Washington has to dispose of (esti- 
mated at more than 200,000 tonnes) will 
be known by the end of September 
when US farmers either forfeit their 
sugar pledge or repay loans to the CCC. 

Given the inevitability of additional 
US sales, Bangkok has asked Washing- 
ton to minimise any adverse impact on 
world markets by announcing clearly 
that it will release gradually the addi- 
tional stocks in small shipments and that 


Siddhi: threat to farmers. 





the sales will be conducted through 
existing market channels. 

Meanwhile, in an attempt to head off 
further trade friction with Washington 
and ensure continuing privileges of 
duty-free entry into the US under the 
Generalised System of Preferences 
(GSP), Thailand has decided to 
liberalise the import of soybean pro- 
ducts, amend the Copyrights Act and 
speed up the promulgation of a new 
trademarks law to accord proper pro- 
tection for US intellectual property. 

The 16 September decision followed 
a threat by the Office of the US Special 
Trade Representative that Thailand's 
GSP privileges might be cut unless 
Bangkok rectifies the rampant violation 
of US intellectual property. Of the 
total US$1.54 billion Thai exports to the 
US last year, about 15% or US$235$ 
million entered under the GSP. 11 
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Thailand accuses the US of disrupting world prices 


The New York prices inched down- 
ward thereafter to a low of 5.48 cents on 
5 September, rose to 5.9 cents on 10 
September and fell again to 5.54 cents 
on 17 September. The latest issue of 
Food Outlook, a periodical published 
by the Food and Agriculture Organisa- 
tion, cited the US sale as one of several 
factors contributing to the latest price 
decline. 

The cost to Thailand so far has been 
estimated at about Baht 1.5 billion. Ac- 
cording to Saeng Sa-nguanruang, gen- 
eral manager of Thai Cane and Sugar 
Corp. (TCSC — a company comprising 
the government, sugar millers and cane 
planters which is authorised to export 
600,000 tonnes annually), the revenue 
loss will rise to Baht 5 billion if (addi- 
tional US disposal) forces world prices 
down to 3 cents, the rock-bottom level 
last year. 

The rhetoric in Bangkok over the 
sale — highlighted by a day-long par- 
liamentary debate plus a series of meet- 
ings between US Ambassador William 
Brown and several Thai ministers — 
was also spiced by other politically sen- 
sitive factors. 

"Timing is one important reason," 
commented one industry analyst. 
"Coming just after the new government 
assumed office, most politicians jumped 
on the issue for their own different ob- 
jectives. At least it’s a demonstration 
that they were all trying to do something 
to alleviate the plight of the cane grow- 
ers. 


U nlike the large number of relatively 
reticent rice farmers, the estimated 
100,000 cane planters are a well-or- 
ganised farm lobby which wields consi- 
derable political influence. Hence, one 
of the government's concerns is the po- 
tential for adverse political repercus- 
sions. 

Since late 1982, Thailand has em- 
ployed a revenue-sharing system in 
which proceeds from domestic sales of 
white sugar (currently about four times 
the world-market prices) and exports of 
raw sugar are split between planters and 
millers on a 70:30 ratio (REVIEW, 5 
Nov. '82). So despite the artificially 
high domestic price, poor export prices 
are bound to cut into planters' earn- 
ings. 

Depressed world prices have caught 
the Thai Government in a bind on at 
least two counts: setting a provisional 
cane price for the new crop beginning 
November and a further delay to the al- 
ready-postponed repayment of a US$76 
million syndicated loan that TCSC bor- 


By Paisal Sricharatchanya in Bangkok 


E relations between Washington 
M and Bangkok, already strained by an 
unresolved conflict over the rice provi- 
sions of the US Food Security Act 
(REVIEW, 28 Aug.), have taken another 
beating following a US-subsidjsed sugar 
sale to China which, Bangkok alleges, 
has further depressed the price of this 
key Thai export commodity. 

. The 12 August sale of 145,850 tonnes 
of raw sugar by the US Commodity 
Credit Corp. (CCC) to China at prices 
below world-market levels — plus 
speculation that Washington would be 
offloading a larger volume before the 
end of this year — prompted a tirade 
from a broad section of Thai economic 
ministers, parliamentarians and indus- 
try leaders. 

. Underscoring the feeling of resent- 
ment, Thai Foreign Minister Siddhi 
Savetsila told a recent Thai-US econo- 
mic forum: *. . . [Any additional US 
sugar disposal] will hurt our poor sugar- 
cane farmers badly. Our poor rice farm- 
ers are already suffering more than 
enough from the rice provisions of the 
[Food Security] Act. It is measures such 
as these, which hit at the very livelihood 
of the nation, that have led many Thais 
to question the value of the friendship 
between Thailand and the US...” 

. Given the significance of sugar as a 
foreign-exchange earner, the reaction 
in Bangkok hardly comes as a surprise. 
Classified among Thailand's eight tradi- 
tional major export items, sugar exports 
peaked at Baht 12.9 billion (US$562 
Billion at then prevailing exchange 
nee in 1982 though this plunged to 
only Baht 6.2 billion (US$235 million) 
last year as a result of falling world 
prices. With estimated overseas sales of 
upto 1.8milliontonnes this year, Thailand 
will be the fourth-largest world exporter 
— after Cuba, Brazil and Australia. 

A Arguments by US officials here that 
Bangkok is exaggerating the adverse 
impact of the Chinese deal have cut lit- 
tle ice among the Thais. 

` Judging from statistics, there is little 
pub that the US sales have exerted 
‘some downward pressure on prices. 
‘World prices — quoted by the New 
York-based Coffee, Cocoa, Sugar Ex- 





change Inc. — rose to a 1986 high of 
-8.11-9.55 US cents a Ib in April before 
declining gradually. 

` On the day that Washington con- 
cluded the sugar sale with China, the 
New York settlement price was 6.68 
cents (for January 1987 shipment), or 
28.5% higher than the 4.75 cents of the 
US tfansaction. (for January-March 
1987 delivery). 









The most significant office 
development ever undertaken in Asia. 

The only building in Asia to offer 
its tenants totally integrated 
telecommunications and data systems. 

A magnificent three-tower 
complex soaring 600 feet skyward, 
clad in Spanish rose granite, American 
glass and West German stainless 
steel. 

1.55 million square feet of space 
on the last remaining waterfront site 
in the Core Central business district of 
Hong Kong. 

A tenant list that reads like the 
Fortune 500 — including banks, 
financial services, government 
institutions, and computer service 
companies. Plus Hong Kong s new 
unified Stock Exchange. 

Over 8096 of the space available 
in Exchange Square has been leased. 
If you've been thinking about the 
Square, now's the time to move. 

After all, it pays to address 
yourself properly. 


The hub of Asia's business world. 
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For arrangements to view the 
Exchange Square Exhibition Suite and film 
presentation, or for further information. 
please contact 
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Ir The Hongkong Land 
Property Company Ltd 
24th & 25th Floors, One Exchange Square, x 


Central, Hong Kong. One Exchange Square, Hong Kong 
Tel: 5-217171 Telex: HX 74247 Tel: 5-8428288 Telex: HX 75102 
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` resources of Germany's leadi ۱ 9 ank. 


At Deutsche Bank vou wil و‎ EE 5e 


people skilled in the century- -old traditio ion 
of "Universal Banking" - the effective 
combination of credit-based commercial 
and service-oriented investment bank- 
ing. Count on their i ingenuity to help 
you identify the most efficient means of 
meeting your financial requirements. 

For Euro-financing - as well as other 
investment and commercial. banking | 
services - consider making. Germany S 
leading bank your bank... a 

Contact the Deutsche Bank 





you or any branch of Europ pes A 
Bank - our subsidiary it in pee Asia 
countries. "I c 
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Deutsche Bank ata glance. (Dec 31 ۱ 1985 3 


e Total Assets (in bn US$). KE . 96 4 
e Capital & Reserves (in bn Us $9 | 38 








e Branches Worldwide — > 2 0 
e Employees. 2.48851 - 
e Stockholders. 245,000 


"The leading bank in Germany - a world 
leader in international finance. — 


The effective use of today's capital 
markets demands a bank with global 
expertise and resources. Your bank must 
have the ability to manage and place 
offerings, whether fixed or floating rate 
Euro-bonds, in any of a dozen currencies. 
Itmust demonstrate the innovation to use 
warrants or options to provide maximum 
flexibility. It must have the resources and 
contacts to execute even the largest 
swap transaction, either as principal or 
intermediary. Finally it must maintain the 
worldwide network of financial partners 
needed for a sound, stable secondary 
market. 

The fact is, Deutsche Bank is a world 
leader in Euro-financing. Last year we 
lead-managed issues valued at US $ 
7.5 billion. Our clients know they can 
depend on us to produce the most effec- 
tive financing, with the greatest assur- 
ance of immediate placement. And they 
know they can rely on our conserva- 
tive, yet highly. innovative service - 
because standing behind Germany's 
leading bank are 40,000 seasoned 
banking professionals. 


Deutsche Bank 





Over the past forty years the 
Far Eastern Economic Review has 
developed its reputation as the 
unchallenged voice of authority 
in Ásia. 

People who subscribe to and read 
the Review are in top or operative 
Management. They are the leaders 
in all fields of industry, finance and 
government. 

They are the Decision Makers. 
Ihe people who have the power to 
say: ‘Yes.’ 

Advertisers of quality products 
and services know that when they 
talk through the Review, Decision 
Makers listen. 
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Unparalleled influence in Asia. 


Which is why the exhaust 
unit of the Audi is made of 
stainless steel - a long term 
investment. Like the Audi 
itself. With its fully-galvanized 


body, its reliable long-lived 


engines and its general tough- 
ness and durability. 

So next time you look at an 
Audi, remember that its 
more than just a pretty face. 


HONG KONG: Aberdeen, Jebsen 
Motors, Tel.: 5-2752 78 ° 
MALAYSIA: Petaling Jaya, Auto 
Dunia Sdn. Bhd., Tel.: 577677: 
SINGAPORE: Singapore, Champion 
Motors, Tel.: 4733211 : 

Brunei Darussalam, Champion Mo- 
tors, Tel.: 23452 : 

TAIWAN: Taipei, Universal Motor 
Traders Ltd., Tel.: (02) 7168370: 


The art 
of engineering. 


A long term investment. Audi. 








Top technology pays 
dividends in the long run. Be- 
cause nothing can beat 
quality. The Audi is a quality 
car through and through. 
Nothing but first class mater- 
ials and first class work- 
manship goes into it. Take 


the exhaust unit, for example. 


In most cars one of the bits 
that is most likely to corrode. 











Worth its weight in Chivas Regal. 
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yht out of their stocks ` 


and others are looking for salvation. ۱ 
Meanwhile, the Reagan administra- | 
tion is evincing not just a benign neglect 
of the dollar but a positive belief that it 
is still “over-valued.” Hardly surprising, 
then, that money should be looking for 
hedges like gold while it waits to see 
what happens. A real retreat from the 
dollar would cause a reflexive upward 
jerk in US interest rates. Funds might 
then flow back into the dollar, but 
equally, the accompanying shock to the 
US and international economies could 
quicken the retreat. It is this, rather | 
than any inherent overvaluation on fun- 
damentals, that renders financial assets _ 
so vulnerable right now. 
e WITH neat timing, Indosuez Asia 
Investment Services is launching a 
Pacific Gold Fund. at the beginning of | 





October. It is a vehicle Indosuez thinks - 
will have a strong appeal in Asia, The - 
fund will offer a managed portfolio of 
gold-, 


GOLD AND INFLATION _ 
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shares. plus futures and options, and | 
maybe some bullion and coins. The ob- 
jective obviously is capital growth — 
but an annual dividend of 5% or so is 
forecast, which is better than having to | 
bear the carrying costs of physical gold. 
That assumes that mining shares at least 
track the rise in the gold price — which 
they normally do (often exceeding it) 
though with some time lag. 

Indosuez argues that the present up- 
ward trend in the gold price is doing no 
more than foreshadowing what inflation 
will be doing in the next year or two. 
World money supply is currently rising 
by around 10% a year, while gold pro- 
duction is increasing at an annual rate of 

1% or so. And platinum — a traditional | 
path-beater for gold — has been leaving | 
gold standing, though the platinum 
price has corrected somewhat lately. 

“We believe that the shift of world 
purchasing power to Asia and the rise in 
living standards and personal savings, as 
well as adistrust of currencies, will bring 










€ AROUND mid-1986, when the Lon- 
don gold price was slightly under 
US$350 an oz, the chief economist of a 
leading international ‘bank confidently 

red d that. the metal would trade 
range of US$10 or so of that 
the rest of this:year at least. On 
tember the middle price closed at 
[42.75 سب‎ an increase of nearly 27% 
nd that, you can be sure, is not the 
E nd of the story. 

. This particular economist was by no 
means alone in being a gold bear. What 
could possibly be said in its favour? 
Surging inflation? Hardly. Collapses in 
the value of stockmarket and other fi- 
nancial assets? Quite the reverse. And, 
to give extra comfort to the gold bears, 
the price of oil was collapsing. For 
Shroff to have been a consistent bull of 
gold as he has this year looked like sheer 
perversity, stupidity even. 

The REViEW's Where to Put Your 
Money feature was bullish right at the 
beginning of the year, when the price 
was US$326 an oz. Then, in June, 
Shroff noted that a sudden and appa- 
rently quirky one-day fall on Wall Street 
had triggered an equally transient 
US$10 upward flip in the price of gold. 
Such “blips” on the radar screen of in- 
ternational finance would be coming 
thicker and faster in the future, it was 
suggested (SHROFF, REVIEW, 26 June). 
They have — and they will continue. 

True, the political traumas in South 
Africa (still far and away the world’s 
major gold producer) together with the 
threat of international sanctions have 
scared many into believing that supplies 
from there are likely to be jeopardised 
in future. But there ts more to the recent 
gold price surge than that. It is not just 
inflation and the erosion of financial 
capital which pushes investors into 
hedges such as gold. it is fear: fear of the 
unknown. 

. That is precisely what is happening 
now. What are they afraid of? A dollar 
collapse and its consequences. Shroff 
has rehearsed these arguments before, 
so a brief reiteration will do here. Just as 
over-rapid disinflation stalled economic 
activity seriously at the beginning of the 
1980s, so an over-rapid correction of the 
dollar's overvaluation since last Sep- 
tember has eroded foreign-exchange 
market confidence without any offset- 
ting benefits in the real economy. 

either the weaker dollar nor the 
fortuitous fall in oil prices has produced 
the hoped-for improvement in the US 
current account and budget deficits. In- 
ternational economic activity and world 
trade are again demonstrating recessive 
tendencies and, despite the fact that 

CD money supply i is rising quite fast, 









it is to fiscal reflation that the IMF 

















ting Peking s 
measures. to. dampen- imports and 
foreign- exchange spending), though the 
decline for the yer as a whole is now ex- 
pected to be 470. a apang the 7% forecast 
in the budget... 

Hongkong’s s re- exports are improv- 
ing, meanwhile. after a slow start this 
year and should continue to strengthen 
as China steps.up its export-promotion 
efforts (using Hongkong as the en- 
trepót). 

With re- exports for the year expect- 
ed to grow at 6% (compared with a 
budget forecast of 4% ) and domestic ex- 
ports as a whole expected to grow by 
1596 n 7% earlier forecast), the 

orecast for total exports is a 
growth of 8% instead of 6%. 
This, as Jacobs. noted. should 
have a "significant positive ef- 
fect on the forecast of GDP 
growth." 

Retained imports of food- 
stuffs and consumer goods grew 
by 13% and 10%, respectively, 
in the first half, suggesting that 
private consumer demand is 
quite firm, something indicated 
too by overall consumer demand 
in Hongkong. Figures on retail 
sales, said Jacobs, also indicate 
improved demand on the con- 
sumer front. But retained im- 
ports of capital goods fell by 6% 
in the first half of the year. 

Jacobs challenged the idea 
that this, coupled with the fact 
that investment in plant and 
machinery actuallv fell during 
1985, is a cause for concern over 
Hongkong's future or that it in- 


dicates a lack of investor 
confidence. He contrasted the 
“small” (though unquantified) 
decline in investment last 


year with a 23% rise in 1984. 
It looked good on a two-year 
view. 

As for 1986-87, the financial 
secretary said it appeared that both the 
quality and level of overseas investment 
would be better than in 1985-86. He 
drew comfort too from the fact that im- 
ports of industrial machinery had ac- 
tually risen in the first half of 1986. The 
fall was in imports of non-industrial 
machinery. 

Despite the improvement in exports, 
a visible trade deficit of HK$390 million 
(US$50 million) is forecast for 1986 
compared with a trade surplus of 
HK$2.5 billion in 1985. Jacobs called 
the expected deficit for this year a "near 
balance" situation given the. size of 
overall trade flows. 

Nevertheless, he acknowledged a 


deterioration in Hongkong's terms of 
trade during 1986 which, coupled | wn 
the growing threat to the market fig 

protectionism, must be a matter for co n 





the first half of 1986 (re 









REVIEWTABLE by Ricky Hui 


demand for Hongkong goods in 
Europe, though reflation of domestic 
demand by the West German Govern- 
ment and, to some extent by Britain, 
helped too. 

Hongkong obviously gained nothing 
in the US market by wav of a cheapen- 
ing of exports. But given the protec- 
tionist outlook in the US and the ten- 
dency towards quantitative (rather than 
price) restrictions on imports, the ex- 


HONGKONG LOOKS UP 


(HK$ billion) 


‘Revised estimate. “Revised | forecast, ۱ 
Source: Hongkong Government. 


change-rate benefits in other markets 
are probably more valuable. 


acobs noted that the new bilateral 

textile agreement between Hong- 
kong and the US, signed in June and 
covering the period 1986-91, provides 
little room for growth in quota limits 
and extends the range of fibres covered. 
Overall, it is “more restrictive" than the 
previous agreement, said Jacobs. So, 
apart from the level of consumer de- 
mand in Hongkong's export markets, a 
critical issue for the future will be “our 
continued access to these markets," he 
added. In recent years, Hongkong has 
looked to the US to absorb 40% or more 
of its domestic exports while West Ger- 
many and Britain have each taken 
around 775 and Japan around 375. 

China has taken around 12%, but 
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gkong': + domestic export outlook is cautiously bright 


ing a growth rate cf 8% for the half 













































Anthony Row ‘ley in Hongkong 
conomic growth in Hongkong is go- 
ng to be better this year than the 
‘ment ori ginally thought — real 
ss domestic product growth is now 
cast to rise b y 5.6% against the Feb- 
y budget fo recast of 4.5% — and 
xtra growth will be export-led. 

ut a terms- of-trade deterioration 
ans that the vi sible trade balance will 
ing from surpl us into modest deficit, 
spite the export boost. There are 
estion marks, t 00, over the continua- 
n of export gro: wth in 1987. 

inancial Secr etary Piers Jacobs, in 
September 1 naiden speech on the 
omy (he succe ceded Sir John Brem- 
e earlier this 3 /ear), painted a pic- 
of a fairly bu oyant Hongkong, at 
st so far as the private sector of the 
iomy is conce rned. The revised 
DP growth rate i s not as impressive 
that which Hon; rkong's East Asian 
ghbours South I orea and Taiwan 
expecting, but Ja icobs admitted that 
m be erring on the side of cau- 














One encouraging r given the 
pectation of continuing recessive 
onditions in the LIS economy next 
ear, is the fact that t he 1475 surge (by 
ue) in Hongkong's domestic exports 
ring the second qı ıarter of 1986 — 


ar — was achieved despite a sharp 
wdown in exports to the US. Ex- 
orts to the US, Hongl <ong’s largest ex- 
rt. market, grew by only 5% in the 
ond quarter — a ré le which is now 
ng forecast for the year as a whole 
npe with a buclget forecast of 


Fortunately, export s to West Ger- 
ny rose 29% in the first half of 1986 
d are now expected to rise by 32% 
or the full year againsit a budget fore- 
t of 18%. The forecast rise of 
mestic exports to Bri tain is also con- 
derably higher than thie budget fore- 
too — 12% as againist $% — while 
ports to Japan, whicl1 increased by 
» in the first half, should at least 
et their budget foreca st rise of 1696. 
government is attrit»uting much of 
s improvment to the: shift in the 
de-weighted exchangi? rate of the 
ngkong dollar, which is boosting ex- 
rt competitiveness. 
‘he US dollar deprec tated by 23% 
ainst the yen in the first eight months 
1986 and 17% against the 
itschemark. At the sa me time, the 
e-weighted exchange rate of the 
ngkong currency (whic h is linked to 
Us dollar at a rate of HF £$7.80:US$1) 
lined by 9%. This boosted export 
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cern. This presumably reflects a combi- 
nation of rising import costs and domes- 
tic prices not fully offset by export 


prices. 

It obviously points also to a need for 
Hongkong to increase^tié value-added 
to its exports, à need Sharpened by the 
threat of increasing quota limits on US 
and other countries’ imports. And the 
improvement in the services balance 
(on invisible transactions) i$ not expect- 
edto be big enough to prevent a deterio- 
ration in the overall ‘balance of pay- 
ments in 1986. at 

Things look rather better on the gov- 
ernment revenue front: The yield from 
profits tax this year will be higher than 
forecast so that, with government ex- 
penditure running close ‘t— budget esti- 
mates, the government surplus in fiscal 
1986-87 (ending 31 March) will be big- 
ger than earlier thought. One of the 
major objectives in recent years, Jacobs 
noted, has been to keep the growth rate 
of public expenditure to within that of 
the economy as a whole. 


T public sector as a whole will ac-' 
count for 16.6% of Hongkong's 
GDP in 1986 — about the same as last 
year — and, meanwhile, the pubtic-sec- 
tor's share of the building and construc- 
tion sector (where government influ- 
ence in the economy is greatest) will fall 
slightly this year from 35% to 32%. 

Jacobs noted signs that the market 
for some kinds of property had entered 
"a period of consolidation." He said 
that spending on building and construc- 
tion “probably showed a decline" in 
first-half 1986, from the year-earlier 
period. 

Public-sector spending on building 
and construction would probably de- 
cline by 7% in 1986 instead of growing 
by 3% as suggested at the time of the 
budget, he said. Private-sector expen- 
diture under this heading would proba- 
bly grow by only 2% this year too in- 
stead of the 6% suggested in the 
budget. This reflects delays in starting 
the new Eastern Harbour Crossing. 

So, overall, gross domestic capital 
formation will grow by only 1% instead 
of the earlier forecast 3%. Taking an 
overall increase of 6% in private-sector 
demand in 1986, plus a no-change situa- 
tion in public-sector demand, the im- 
petus for growth in the economy as a 
whole during the remainder of 1986 will 
have to come from exports. 

Inflation, meanwhile, is under con- 
trol. Against a budget forecast of a 5% 
rise in consumer prices this year, the 
actual out-turn is likely to be nearer 
3.595 (the Consumer Price Index rose 
by 2.7% in the first seven months of 
the year). The unemployment rate too 
has remained stable at a low level. 
During the second quarter of 1986 the 
unemployment rate was 3%. “This re- 
flects effective full employment and 
cag be expected to continue,” said 
Jacobs. 
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started crumbling in the early 1980s 
after the suspension of bank lending to 
the region. The Southeast Asian curren- 
cies began to wÉaken last year as pes- 
simism increased about the prices of 
energy and palm oil. The Australian 
dollar has suffered two major falls 
against the US dollar; the first in early 
1985 and the second during the summer 
of 1986. Relative to the yen, it has been 
in a straight. free-fall for nearly 18 
months. It probably would have weak- 
ened by more against the US dollar dur- 
ing the first half of 1986 but for the mag- 
nitude of tlie US devaluation and ag- 
gressive Wall Street marketing of Aus- 
tralian fixed-income securities to un- 
sophisticated US retail investors. 

The final problem with the US’ de- 
valuation-driven global-growth strategy 
is that the sheer instability of exchange 
rates during the 1980s has made it dif- 
ficult for corporations to develop cohe- 
rent long-term investment program- 
mes. Under former treasury secretary 
Donald Regan, the major goal of US in- 
ternational economic policy was to sell 
more debt to foreigners. Under James 
Baker’s leadership, by contrast, the 
major goal of the US Treasury's inter- 
national economic policy has been to re- 
duce the trade deficit by encouraging 
devaluation and global-growth con- 
vergence. 


Gg the US Government has given 
so many contradictorv signals about 
exchange-rate policy during the past 
decade, US businessmen are unlikely to 
invest heavily in tradeable-goods indus- 
tries solely on the basis of recent ex- 
change-rate developments. They will 
need continuing reassurance that trade 
competitiveness is now a permanent US 
policy priority before embarking upon 
major capital-expenditure programmes 
to regain lost export markets. 

The Japanese, meanwhile, know 
from many previous experiences that 
Washington lacks a serious institutional 
conscience and that its preoccupation 
with short-term results could easily pro- 
duce another shift in US international 
economic objectives during 1987-88. If 
US inflation starts to escalate during 
1987, for example, the Reagan adminis- 
tration might welcome a rise in the dol- 
lar exchange rate as an alternative to in- 
creasing interest rates and squeezing 
domestic demand overtly during the 
run-up to the next presidential election. 

In 1985, the dollar exchange rate was 
a logical battering-ram for the US 
Treasury to use in launching a move- 
ment towards  global-policy con- 
vergence. But as Japan's drift towards 
recession will testify, devaluation, 
alone, cannot resolve the structural 
rates and the global balance-of-pay- 
ments. The US and its trading pargners 
must now move from the shock tTeat- 
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Time to call a truce in the 
world currency war 


panese investment and consumer confi- 
dence to such an extent that total world 
output actually declines. Although the 
large dollar devaluation of 1985-86 was 
necessary to prod Japan into embarking 
upon a policy of restructuring, the fact 
remains that each national economy has 
unique rigidities and bottlenecks which 
limit its capacity for rapid convergence 
with other economic systems. Because 
of the magnitude and speed of the yen’s 
appreciation, Japan may now be ap- 
proaching its breaking point. 

Secondly, the US devaluation policy 
will probably do little to improve the US 
trade deficit with the Third World. 


FINANCIAL TIMES 





Since 1981, most of the Southern 
Hemisphere, as well as commodity-pro- 
ducing countries below the Tropic of 
Cancer, have permitted their exchange 
rates to drop to deeply undervalued 
levels on a purchasing-power parity 
basis to generate trade surpluses for 
debt servicing. As in the early 1930s, de- 
valuation also has been the only policy 
option available to the developing coun- 
tries for encouraging economic growth 
against a background of severe balance- 
of-payments constraints. 

In fact, the movement towards com- 
petitive devaluation in the Southern 
Hemisphere and its tropical periphery 
has correlated closely with each coun- 
try's export prices and ability to import 
capital. The Latin American currencies 






David Hale is chief economist at 
the US-based Kemper Financial 
Services, Inc. 


Regan: foreign debt. 


W ith 21 September marking the first 
anniversary of the Group of Five 
summit conference on exchange rates of 
the major industrial powers held at the 
New York Plaza Hotel, it may be time 
to consider a truce in the currency war 
now being waged betwé@en the US; 
Europe and Japan. 

Since the Plaza event, the US Treas- 
ury has been pursuing a dollar devalua- 
tion policy in order to achieve three ob- 
jectives: first, to reduce the US trade 
deficit; secondly to restrain protec- 





tionist pressure in the US Congress; 


thirdly, to force competitive monetary 
convergence upon West Germany and 
Japan either directly through interest 
rate cuts or indirectly through large cen- 
tral-bank purchases of US dollars. 

The US Treasury's devaluation stra- 
tegy has enjoyed some success. Con- 
gress has not overruled presidential ve- 
toes on important trade legislation; re- 
cent trade figures suggest. that West 
German and Japanese exports are now 
declining in real terms. The threat of 
dollat devaluation has forced West Ger- 
many and Japan to undertake at least 
one joint interest-rate cut with the US, 
while another may be pending. Despite 


۰ this progress, though, it is questionable 


whether the US' competitive devalua- 
tion policy can achieve its ultimate ob- 
jective of reviving stronger world eco- 
nomic growth. 

First, there is some risk that further 
competitive devaluation could have a 
counter-productive effect on the growth 
rates of both West Germany and Japan. 
West Germany will experience a mod- 
est rebound in domestic demand this 
year because of falling oil prices and the 
multiplier effects of last year's export 
boom, but the expansion may not be 
sustained beyond mid-1987 if faltering 
exports depress capital investment. 
Japan, meanwhile, is even more vulner- 
able to a trade-induced slump than 
Europe. A third of its exports go to the 
US, the multiplier effects of domestic 
consumption in the Japanese economy 
are still relatively weak, and many of its 
industries are losing market share to 
other East Asian nations, not just the 
"US. 

As the effects of the agricultural and 
energy depression in the US' own heart- 
land states will testify, there is no au- 
tomatic symmetry between income 
losses in one sector of the world and in- 
come gains elsewhere. The appreciating 
yen and faltering Japanese exports 
should, in theory, create opportunities 
fos more export-led growth in other 
countries, but it also may depress Ja- 
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igh and its propensity t 


and small business income are so low 
a world with capital mobility, itis logi. 
for a country which subsidises savi 
but not investment (Japan) to 1 
capital to a country which یی‎ in 
vestment but not savings (the US). + 

As the world moves closer to econ 0 
mic and financial integration, harmoi 
sation of national tax policies will t 
come increasingly more importa 
exchange-rate stabilisation and pre 
vation of aff open trading system. 
fact, but for the Opec oil-price incréas 
of the 1970s, the complementary na 
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probably would have led to large Jay 
ese capital outflows to the US ma 
years before the US had a sizeable fe 
eral budget deficit. | 
In addition to multilateral tax : 
form, any plan to stimulate world e 
nomic growth has to include a progra 
me for reviving capital flows to the 
veloping countries. They were an im 
portant engine for world growth duri 
the 1960s and 1970s, generating signifi 


in the industrial countries. As toda 
competitive devaluation policies in t 


€ Major industrial nations 
now face an economic | 
adjustment challenge : 
comparable to the one which 
overwhelmed US and . 
European policymakers 
during the late 19205. 2 








Southern Hemisphere wil testify, th 
will be no simple way to revive capi 
flows to countries suffering from ecor 
mic mismanagement. depressed co 
modity prices and flight of domestics si 
ings. » ere 

Since the US is now a deficit cou ! 
without any excess savings, what th 
ternational aid agencies really need 





Plan for Latin America and South 
Asia. If possible, the US should tr 
encourage the development of such 





spending committments in the Pa 
and continued open access to US co 


In addition to new lending faciliti 
greater efforts must be made to enc 
age more equity investment in the de 


Canada and Australia have been la 
scale capital importers for many di 
ades but primarily in the form of equ 
rather than debt. Asa result, their p 
erty-income payments to foreign a : 
holders ‘fluctuate with the prot 





not interest rates. : * 
In the first few decades after inde 
pendence, many PEN countrie 





modest because its tax rates on RI 8 


of the US and Japanese tax syst 


cant demand for capital goods produc 


the Japanese equivalent of a Mars 


plan as a quid pro quo for its def 


.sumer markets. 


.veloping nations. Countries such 


| generating capacity of their economies 


forcing the economy torunalargetrade | 


deficit to generate capital inflows from 
overseas. The subsequent rise of import 
penetration produced a virtual reces- 
sion in the manufacturing sector, but 
the non-tradeable parts of the economy 
continued to prosper because the gov- 
ernment's generous tax allowances for 
property investment interacted with 
surplus global liquidity to produce a 
boom in US commercial real-estate 
development. 


'he tax-reform bill now moving to- 

wards final enactment by the US 
Congress will repeal many of these capi- 
tal allowances and thus lower the US 
economy's tolerance for high real in- 
terest rates. In fact, the tax-reform bill 
could swell the budget deficit during 
1987 by producing such a steep decline in 
commercial real-estate investment that 
the US economy actually slides into re- 
cession. 

Since the 
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nents of fiscal policy are as much a cause | 
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of today's trade imbalance as their mac- 
roeconomic manifestations in large 
budget deficits, West Germany and 
Japan should attempt to offset the po- 
tentially growth-retarding effect of US 
tax reform by modifying their own tax 
systems. As with the US after 1981, 
structural tax reform could be a potent 


.source of growth stimulus. Japan shouid 


reduce its direct taxation of labour in- 
come, liberalise its allowances for in- 
vestment and consumer borrowing and 
impose at least some tax on hitherto tax- 
exempt savings vehicles such as postal- 
savings accounts. 

Since liberalisation of capital out- 
flows, Japan has become a large capital 
exporter because it attempts to stimu- 
late growth indirectly through generous 
tax allowances for savings and alow cost 
of capital for corporations rather than 


directly through subsidies for invest- 


ment and personal borrowing. Its mar- 
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viving world 'econa 
limiting exchange-rat 
Previous attempts. at ‘international 
cooperation have foundered on disag- 
reements about what ‘constitutes op- 
timum national fiscal policy and whe- 
ther the Reagan administration's large 
oet deficits have been the cause of 
JS trade imbalance (the West Ger- 
cor the inadvertent salvation 
d economy (the Anglo-Saxon 
"his autumn, the major indus- 
ations should attempt to achieve 





C tainty. 















: ipe 
genuine multilateral 


2 ane hange-rate disarmament agree- 


ment by broadening their framework 


for policy convergence to include items 
traditional macro- 


First, they should examine ways of 
stimulating growth through micro- 
economic reforms, especially in the area 
of tax policy. Secondly, Japan should 
commit itself to investing or lending a 
larger share of its savings surplus 
to countries in the Southern 
Hemisphere. Thirdly, the indus- 
trial nations must give more 
explicit support to the creation of _ 
a system which will encourage 
commercially sustainable ex- 
change rates conducive to trade 
based on comparative-advan- 
tage, productive-resource trans- 
fers between countries. 

Most of the discussion about 
global economic convergence 
during the past two years has fo- ` 
cused on the need for reducing | 
divergences in national budget 
deficits. As the US federal budget 
deficit has expanded from 1% of 
gross national product to 5% since 
1981 while the opposite has hap- 
pened in West Germany and Ja- 





fine-tuning of budget deficits 
could resolve mostoftodav' strade 
conflicts. While macroeconomic 
measures of fiscal policy are important, 
the major industrial nations also must 
focus more attention on the microecono- 
mic components of their budget policies. 
Are they financing consumption, capital 
allowances, or other forms of tax expen- 
diture which has economic side effects 
as important as the size of the deficit it- 
self? | 

The US enjoyed an economic boom 
with high real interest rates during 1982- 
85 not solely because of its large budget 
deficit; the boom also reflected the fact 
that the deficit was financing a large rise 
in capital allowances which increased 
the corporate sector's tolerance for high 
real interest rates. The enhanced tax 
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subsidies for investment increased cor- 


porate credit demand at a time when 
federal borrowing was still robust 
. (partly because of the decline in corpo- 
raté-tax revenue) and created a short- 


age of domestic savings which pushed 


JS real interest rates to record levels, 


other than just 
economic measures of fiscal thrust. 





` pan, it is commonly argued that 


























substanti ial are nir ind مب یی‎ e nt of 
Malaysia seeks a suitably qualified persor for the 
position of DEVELOPMENT, ANKING. SPECIALIST 
at its headoffice in Kuala’ | 
The successful candidate 









ibe p 
responsible in reviewing di aspects of the 
institution's organisation and. Current ۱ 
operations, and subsequently de 
future corporate directi 



















policies, operations, etc. Db 
The assignment is to be accor تم‎ mo f 
two years. The candidate would preferably be an | 









































experienced development: banker having broad 
exposure on various aspects of development 
banking at senior levels. Those having relevant 
working experience in more than one country 
are encouraged to apply. Candidates below 
their late 40's are not expected tc have the 
required experience. | E 
Completed application. qupang 5E PROJECT i 
on the envelope should inc lude a detailed —~ 
: curriculum vitae, present and e 
remuneration and a recent phot 
reach not pater eae a | 
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GRADUATE SCHOOL OF BUSINESS ADMINISTRATION $ 


One -Year International MBA Program 





ai executive MBA program با‎ EA ارو‎ and Pacific 
Rim business. Graduates join a network of well-placed IBEAR alumni 
in 209 firms and 27 countries. Current participants average 33 years of — 
ape and 10 years of work experience. They come from Canada, De- M 
nmark, India, Haly and the United States, as well as seven Asia/Pacific 
countries. The program s tenth year begins August 4, 1987.0 
IBEAR administrators will visit the following countries in Oct: aber and 
November. To arrange 4 meeting, please contact the appropriate 
IBEAR Advisor 
indonesia Adi Rizal Nizar TS 

PT. Astra International dakaria, 
Japan Akira Nagashima 43438-3361. 

USC IBEAR Office Tokyo — 
Korea Gong Soo Pyun/Seung Yu Kim 784-23 - 

Korea Investment and Finance Corp, Seoul. 
Philippines Aurora H. Roldan 7210519/72. 10327 ; 

Reading Éducation inc. 
Singapore Frank Tan 

Frank Tan Research Assoc.. 
Taiwan George Tyan- Wen Chen. 

Chase Manhattan Bank 
Thailand Yaovanee Rattakui | ee 

Bangkok Fan Company pst T 
International Business Edücation and Research (BEAR) 

University af Southern California. = 
Los Angeles. CA. 90089-1421 Fu 
Phone: i213j Tm 2272 Telex: 8C I 
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te es s applications for the position of : 
Manager ý 





h as coffee, cocoa, oil palm, hybrid coconuts, rubber - 


_ Evaluations Division 
` Technical Department 


Bank of PNG is a statutory body of the Papua 
Guinea Government to provide the majority of long 
emm. loa requirements both estate and smallholder ag- 

tur sector in PNG covering a wide range of crops 








Divisional Manager, the incumbent will be responsible 
‘Manager, Technical Department for the running of a 
m of rural and senior rural officers. ~ 


"To undertake: detailed field investigations, E 
. and review missions of rural loans inc luding the prepa- 
- ration of appraisal reports of major agricultural loans to 
the World Bank/Asian Development Bank. 

To provide technical services/guidances to the Bank's 
field staff. 

To carry out regular up-datings of the Bank's field base 
. manual. 

- To liase with government and other organisations on 
. rural matters of relevance to the Bank's operations and 
lending policies. ; 

Other matters as directed by the Bank's management. 


i Job requirements: 


e successful applicants should be a graduate in Agricul- 
ural Science, Agricultural Economics/Farm Management 
or equivalent qualifications with at least six (6) years ex- 
perience in a senior position with specialist ability in Project 
aluation/Financial Analysis and Field experience in 
ropical Agriculture. 


tential candidates should be highly self-motivated and 
ble to travel. 


Salary and conditions: 


An attractive sal ary package is offered after taking into ac- 
count the taxation arrangements available in PNG. 


after tax salary package which approximates A$35,000 
n present exchange rates will be offered. 


ontract period -— 3 years with probability of renewal, an- 
al 6 weeks leave and fares for self and family, furnished 
ccommodation at nominal rent and education subsidies. 


ations in confi dence should be submitted together 
/ il curriculum vitae and the names, phone numbers of 
ree (3) referees to the following address by October 
Oth, 1986. 


The Manager 

Technical Department 
Agriculture Bank of PNG 
PO Box 631 0 

Boroko - ۱ 

Papua New Guinea 


Tel: 25 9255 Tix NE 22295 


NES 























































servicing requirements could gro 
more rapidly than exports du rin 


US living standards might hav: et 
sharply during the 1990s to red luc 
current-account deficit to a fin; anci 
tolerable share of GNP. Hence , W 


verting to its historical status as a « Cé 
importer, its external borrowin \ 
to occur within a framework of — 
investment 
more broadly based global exp: 
than has occurred so far durin 

1980s. E 


econdly, as with the US durir 

1920s, Japan is now assuming tt 
Î role of a great creditor. 
without also assuming the trade roll 

quired to make the inte 
tional system function p 
erly. Japan is moving t 
large. surpluses on both. 
` nal and investment income 
trade, whereas creditor nat 
have traditionally run t 
deficits. 
Finally, as in the late 19 
agricultural and commo 
producing countries on 
periphery of the internati 
system are unable to pursu 
pansionary policies becaus 
large external debts and 
pressed commodity price: 
GNP terms, Latin Amer 
debt burden is larger that 
many 5 war-reparations - 
den after 1918 while A 
lia’s ratio of -external 
.to GNP could approach. 
cos by the end of the 
ade. 

It is often said that nati 
self-interest will make it difficul 
not impossible, for the major indus 
nations to subordinate their dom : 
policies to larger international ۱ 
tives. But the fact is global eco 
and financial integration have- 
ceeded too far for. government 
draw clear distinctions between ii 
nal and external objectives. As a 
capital importer, the US cannot : 
its exchange-rate policy solely on 
basis of commercial advantage; it 
has to be sensitive to. foreign- invi 
confidence. As the world's largest 
ital exporter, Japan has to acc 
wider range of international re 
sibilities than prevailed durin: 
early years of industrialisation. 
Germany, meanwhile, has a veste 
terest in encouraging a Arii o 
exports because it will help to pre 
the US from massively devaluing Eu 
pean retirement savings a 
19905. 

As in the 1920s, the eer 
tions must either come to terms wit 





next few years. If such trends pe 


there is nothing wrong with the US 


balanced domestic 
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net external-investment account com- 
parable to that suffered by Britain as a 
consequence of World War I. An exter- 
nal-investment income surplus equal to 
1-2% of GNP in the early 1980s will be- 
come a deficit equal to 2-3% of GNP 
during the first half of the 1990s. 

In contrast to Britain's wartime bor- 
rowing, there are good economic 
reasons why the US should be a capital 
importer during the next decade. It has 
a young population, which is being 
swelled by immigration from Latin 
America, while the. populations of 
Northern Europe and Japan are aging 
rapidly. By the year 2010, more than 
40% of the population of both West 
Germany and Japan will be at retire- 
ment age compared to 29% and 15% 
today. In the US, by contrast, pension- 
ers will still comprise less than a quarter 


US CAPITAL INVESTMENT 
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of the population. In an open and inte- 
grated world economy, rich but ageing 
societies should export capital to coun- 
tries with young populations in order to 
build up a stock of productive assets 
for servicing future retirement needs, 
as happens between different genera- 
tions within industrial societies them- 
selves. 

But even adjusting for the US deme. 
ographic advantages, there are two 
problems with the scale of its current ex- 
ternal borrowing. First, it now exceeds 
3% of GNP compared to a previous. 
high of 1.5% during the 1870s, when the 
US truly was a developing nation. Sec- 
ondly, the growth rate of investment in 
tradeable goods industries has lagged 


| 


M 


6 in GNP terms, Latin 
America's debt burden is 
larger than Germany's 
war-reparations burden after 


1918...? 








| at current levels as a share of GNP, the | be 
US will experience a deterioration inits | sluggish econom 
| countries. This suggests 








quity inve 
5. perceived foreign o 0 | 
threat to local sovereignty. 
‘debt crisis limiting ‘opportunities for 


bank e opposition to equity in- 
ld now 





ili vestors purchased sev- 
eral billion dollar vorth of Australian 
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| merican paper which offered 
'ombination of high yield and an 
“warrant on future economic 
'rowth.- US-sponsored equity mutual 
. funds also have been launched recently 
for Thailand, India, South Korea and 
| Taiwan. 
۱ Finally, the industrial nations must 
| shift from using exchange-rate move- 
| ments to achieve short-term objectives, 
| such as funding the US budget deficit or 
forcing stimulative economic policy 
upon Japan, to encouraging sustainable 
currency values which provide clear 
price: signals to governments and invest- 
| ors about savings imbalances, trade 
| niches, and resource allocation. Ex- 
change rates will have to remain more 
flexible than in the Bretton Woods era 
| simply because technology and econo- 
mic change are constantly redefining 
| what constitutes commercially op- 
timum, let alone financially acceptable, 
| exchange-rate parities. In the 1920s, in- 
| ternational economic adjustment was 
actually handicapped by Britain's at- 
| tempt to restore a fixed exchange-rate 
parity which its industry could not sus- 
tain. The US could suffer a similar fate if 
- itattempts to peg the dollar at too high a 
. level before correcting its domestic/sav- 
ings imbalance and shrinking its cur- 
rent-account deficit to a more tolerable 
share of GNP. But even within a flexible 
framework, there is room for the use of 
target zones to provide players in the 
real economy with clear signalsfor mak- 
ing investment decisions and allocating 
resources between tradeable and non- 
tradeable sectors. 


here is no way to overstate the im- 
portance of correcting today's pay- 
ment imbalances through coordinated 
policy actions rather than a reverse re- 
play of the exchange-rate. overshooting 
which characterised the first half of the 
1980s. In some respects, the major in- 
dustrial nations now face an economic 
adjustment challenge comparable to 
the one which overwhelmed US and 
. European policymakers during the late 
1920s. Consider, for example, the simi- 
larities between the problems created 
by the changing international roles of 
the US and Britain during the inter-war 
period and the US and Japan today. 
While many of the historical cir- 
cumstances are different, there are 
I mportant similarities between the 
t period and the 1920s. 
he US nade venal stabilises 









































































Between 1982 and s possi- 
ble for the expansionar scal policies 
of 280 million English-speaking people 
in North Americh and Australasia to 
pull the world out of recession and sus- 
tain a moderate global economic expan- 
sion. But the international system now 
needs a new growth engine. The 300 
million people in the surplus-savings 
societies of East Asia and Northern 
Europe must either spend more them- 
selves or develop new. mechanisms for 
lending their excess cash to some of the 
4 billion people in the capital-deficient 
developing countries that have yet to 
share in this expansion. The US cannot 
play the role of global borrower. and 
spender of last resort indefinitely, even 
if it is destined by demography. to re- 
main a moderate capital importer 
through the final years of the 20th cen- 
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The actely depressed tea prices this 
year which hurt both the Sri Lankan 
economy, dependent on tea for the 
lion's share of the country's hard cur- 
rency, and the two state-owned corpo- 
rations — the State Plantations Corp. 
and the Janatha Estates Development 
Board — running the major part of the 
country's plantation industry, looked 
up in August. The Egyptian. Trade 
Centre, a major buyer of Sri Lankan 
tea, returned to the Colombo tea sale 
absence. Soviet 

returned to the auction 
months of absence, and 


buyers, too, 
after three 
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the levels reached were still below the 
production costs of the two SHOWN BEN 
corporations. 

Despite the pressure of defénce 
expenditures caused by the i insurgency 
in the north and the east by minority 
Tamil separatists, and declining tea 
prices, Sri Lanka recorded a 5% gross 
national product growth in 1985. This is 
expected to decline to about 4.5% this 
year. Inflation which, according to the 
finance minister, had declined tozeroin 
mid-1985, rose to 1.5% in December. 
1985 and was between 5-695 in mid-- 
1986. 

According to the latest central: bank 
figures, the broad money supply 
showed a net increase of 1% between 
December.1985 and April 1986. The 
balance of payments, which: deterior- 
ated substantially in 1985, w th the cur- 
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ns account deficit incr £ to Rs 
1.53 billion from Rs 1.4 n a year 
earlier, continued to” wors A. in 1986. 







The balance of trade for the first quarter 

this year was in deficit by Rs 6. a 
lion compared to Rs: yt 

earlier. —€—5 
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| after a five-month 


| prices perked up considerably, though 


5? These questions are far from 
"For historical reasons, the two great 


nomic grasp while West Germany and 
Japan have enjoyed economic success 
partly because their political roles were 
so severely curtailed after 1945. As late 
industrialisers, West Germany and 
Japan pursued expansionist policies 
during the early decades of the 20th cen- 
tury which had a devastating impact on 
both themselves and the world. Ironi- 
cally, now that both countries have the 
economic means to play international 
roles on a scale commensurate with 
their former imperial ambitions, they 
have turned insular and parochial, fre- 
quently conducting economic policy 
from the perspective of minor players 
rather than the great powers they have 
| become. It is essential to future interna- 
tional economic relations that this gap 
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that have not taken sufficient. notice 
of the growing budget deficit and the 
deficit in the current account. Both the 
World Bank and the IMF have made it 
clear that these deficits must be brought 
down if Sri Lanka is to be considered for 
assistance. 

Concern has been expressed about 
many areas: losses and mismanagement 
of state-owned companies, the disap- 
pointing results of diversification into 
non-traditional exports, Colombo's in- 
ability to formulate a proper industrial 
policy and strategy geared to exports, 
the lack of control of advance accounts 
by government ministries, the inability 
to maintain a flexible exchange-rate po- 
licy geared to exports, and the need to 
tackle. remaining .tariff discrepancies 
hindering exports and promoting ineffi- 
cient import substitution. 


————————————— 


x: Anglo-Saxon nations have inherited a 
variety of international responsibilities 
which are increasingly beyond their eco- 


xibilit y in adjusting to its new debtor 


r na tion with. the habits of a cred- 
natio n. West Germany and Japan 
credi tor nations with the habits of 
btor riations. The dollars reserve- 
rency role has given the US more 


tus t han many smaller countries 
uld h ave, but it will not eliminate the 
ed fo r adjustment over time. Nor are 
-inte :rnational implication of the US' 
igi! ng financial status strictly econo- 
I t also could have gseat politi- 
an d military consequences. Will the 
», with an external debt exceeding 
0% ۱ of GNP anda potentially weak cur- 

E Ys _continue to Arep! Tepon 


g ht not the US reduce RN assist- 
c2 to Europe and Japan if their invest- 
start to dump dollar financial assets 
e a large rise in US interest 
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apidly escalating defence expendi- 
tures and sharply declining com- 
lity prices have placed Sri Lanka's 
nomy under siege. Senior Finance 
istry officials have questioned the 
ntry's ability to continue the liberal 
nomic policies that have been fol- 
ed since 1978, the year after the in- 
ibent Junius Jayewardene govern- 
nt was elected to office. A govern- 
source told the REVIEW that talks 
ween Finance Minister Ronnie de 
۱ and World Bank and IMF officials 
he end of September will determine 
continuity of these policies. 

The official said that the Ministry of 
ance and Planning has been nego- 
ing. a structural-adjustment facility 
d a compensatory-financing facility 
Hing Rs 6.5 billion (US$229.7 mil- 
) to help balance the current ac- 
nt. The IMF and the bank, which 
led a mission in Colombo in Sep- 
er, had expressed certain "con- 
1s” about the Sri Lankan economy 
equired *adjustments" to be made 
€ requested funds are to be granted. 
this money is not available to us, it is 
' that we will find it extremely dif- 
to continue the present liberalised 
omy. This will entail import and ex- 
ge controls and the consequent 
ages. and scarcities of essential 
ds which accompany such controls," 
official said. 





ry has been. keen on getting the 
e of fiscal discipline across — not 
he country, but to the.various 
and government. agencies 











Take a look at the lower left-hand corner and you'll notice a small chip in this fine 
porcelain plate. Believe it or not, that's enough of a deficiency to keep it from making its 
way onto a Swissair flight. Because our strict quality controls apply to even the smallest 
details. And that's why discriminating travelers the world over have come to appreciate 
Swissair not only for what we provide them with in-flight, but perhaps even more important, E 


what we don't. SWISSCIF ~ » 


order processing, production contro 
payroll, fixed asset accounting and 
cost accounting. 

COMET® can also be used for 
general tasks, such as word process- 
ing, graphics, data analysis, and en- 
quiries. It is perfect for international 
companies because it is fluent in a 
wide variety of languages and adapt 
easily to different currencies,gfiscal 
regulations and local laws. It also ha: 
an uncanny ability to adjust to differ- 





٩ نیع‎ as the tangram egg can be 
reconfigured to create hundreds of 
very different birds, Nixdorf ۵ 
can be adapted to create hundreds of 
different business solutions out of one 
basic idea. 

COMET® draws on an extremely 
large number of parameterised mod- 
ules which can be matched to all 
kinds of business for financial ac- 
counting, order processing and 
invoicing, stock control, purchase 








` The Review 


celebrates 
40 years in Asia 


In October 1946 a publication 
dedicated to balanced and objec- 
tive coverage of Asian affairs was 
born. It wascalled the Far Eastern 
Economic Review. 









To celebrate 40 years in pub- 
lishing the Review will publish an 
Anniversary Focus on 23 Oc- 
tober. 





Far from being a simple history 
of the Review, the Focus will 
chart the phenomenal re-structur- 
ing, growth and political & econo- 
mic transformation of post-war 
years. 










Three editors who have served 
the Review will contribute ac- 
counts of their editorship and 
Review journalists, past and pre- 
sent will recount some of their 
finest stories. 


And what of the next 40 years? 
Can Asia sustain its economic 
roller coaster into the 21st cen- 
tury? Will the Region assume a 
political seat alongside the world's 
powerful industrialised nations. 




















Recognised as the world's most 
highly regarded publication on 
Asian affairs, the Review is in a 
unique position to conduct such 
an assessment. 


To anyone with an affinity 
to this Region, FOCUS ON THE 
REVIEW: 40 YEARS IN ASIA 
will undoubtedly be of immediate 
interest and represent an extra- 
ordinary advertising opportunity. 
For further details please contact 
Elaine Goodwin, General Sales 
Manager on telephone 5-734301/ 
telex 62497 or any Review sales 
office worldwide. 













Cover date: 23 October, 1986 
Booking Deadline: 25 September, 1986 
Material Deadline: 2 October, 1986 







Other Focus Opportunities 


Middle East — 13 November, 1986. 
Industrial Japan — 
18 December, 1986. 
Singapore — 8 January, 1987. 
Telecommunications & 
Office Automation — 
19 February, 1987. 
e China — 19 March, 1987. 
Banking — 7 May, 1987. 
Japan — 11 June, 1987. 













Please send me further information about Nixdorf COMET* I 


Name 


Job Title 








Company 
Address 











Nixdorf Computer (S) Pte. Ltd., Regional Office Asia Pacific 
# 07-01 NOL Building, 456 Alexandra Road 
Singapore 0511 — Tel.: 274 11 00, Telex: RS 557 00 NIXREG 


NIXDORF ° 
COMPUTER 


The magic 
of Nixdorf COMET 





more productive, while giving them 

even more freedom and more control. 
Nixdorf Computer (S) Pte. Ltd. 

Regional Office Asia Pacific 

+ 07-01 NOL Building 

456 Alexandra Road, Singapore 0511 

Tel.: 274 11 00, Telex: RS 5 57 NIXREG 


Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 
Indonesia, Tel. (021) 3 80 09 00; Japan, Tel. (03) 4 40 03 51 
Korea, Tel. (02) 7 35 01 31; Malaysia, Tel. (03) 6 26 03 62 
New Zealand, Tel. (09) 39 9866; Singapore, Tel. 274 11 00 
Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 
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ent operating procedures, accounts 
structures, report formats and form 
layouts. 

Because of its adaptability, ۴۴ 
is already installed in more than 120 
different types of industry. There are 
over 40,000 COMET® modules in use 
worldwide, supporting over 130,000 
workstations, providing decentralised 
controlgwithout sacrificing head-office 
information requirements. ۴ 
helps managers to be more creative and 







‘LILY’ BRAND EDUCATION PRODUCTS 


AND STATIONARY FROM ANHUI 

‘Lily’ Brand model ‘718’ iridium-point pen is 
one of the finest and most dentanding writing 
instruments in the world. 












‘Lily’ brand and ‘Huang Shan’ brand are both 
in high demand in world markets. 


The other export products include: ‘Lily’ 
brand colourfast carbon ink, drawing pen, 
paper clip, staples, pencil sharpener, paint 
brush, fountain pen and ‘Wen Shi’ brand 
model ‘904’ signing pen, etc. 







Please write today for full details. 





CHINA NATIONAL LIGHT INDUSTRIAL 
PRODUCTS IMP. & EXP. CORPORATION 


ANHUI BRANCH 

Imp. & Exp. Building, Jinzhai Road, Hefei, China 
Tel: 61447 Cable: INDUSTRY HEFEI 

Telex: 90016 AHIND CN 














FASHIONABLE KNITWEARS FROM ANHUI 


'Fanli' brand knitwears are selling well in the world and have an 
excellent reputation in worldmarkets. 







They are characterized by their fashionable styles, colourful 
patterns, top quality and superb workmanship. 









Various knitwears made of pure cotton, T/C and synthetic blended 
fabrics are soft and comfortable to wear. 


The principal export commodities are: undervests, sweaters. terry 
cotton garments, pyjamas, stretch singlets, briefs, cotton wool 
garments and sportswear. 


They are in a complete selection of fine quality, fashionable design 
and available in many sizes. 


Enquiries and orders are most welcome. 






CHINA NATIONAL TEXTILES 1/۲ CORP. ANHUI BRANCH 
Import & Export Bldg., Jinzhai Road, Hefei, Anhui, China 

1el: 01927 Cable: CHINATEX HEFEI 

Telex: 90015 AHTEX CN 










WHEN YOUR BUSINESS IS BUSINESS... OUR BUSINESS IS A PLEASURE.” 





Business Plus 
A Class of its Own. 





















OQ, business is a pleasure, sheer and utter 
pleasure. That's why we've added an extra Air 
Lanka ‘taste of Paradise’ to everything that ts 
expected of Business Class. 

These are just a few of the touches we've 
added... priority check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34° recline. Luxury cuisine, 
plus French wines and champagne. | 

So, if you're travelling business as | 
usual, fly Air Lanka Business Plus. You'll 
discover the plus is our pleasure! 


AIRLANKA 


BUSINESS PLUS 
A Class of its Own 
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Now from Far Eastern Economic Review Ltd. 


JAPAN FINANCIAL 
= REPORT 


= Published Fortnightly . .. 


stam amam FERE | The Most Authoritative Newsletter Of Its Kind... 

pes oo Rom کت‎ 4 We take great pleasure in introducing the JAPAN FINANCIAL 

eek [run REPORT, a fortnightly newsletter written and edited by Richard‏ ار اد JAPAN FINANCIAL‏ یا ا 
Aum que Hanson and distributed and marketed world-wide by the Far‏ 

Puit ME MAIS zm p Eastern Economic Review, Asia’s leading business/news 

a E cA M Eo p c A magazine. ۱ 
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Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principle source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified... 


Hanson along time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan’s financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan’s central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 

Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep you 
abreast and, in many cases, ahead of rapidly changing events which can and often do affect Japan's 
financial, economic and industrial well being. 





Act Now And Begin Reaping The Benefits... Subscribe Now... 


Don't delay) NocXher publication of any kind [i مس‎ lods eMe TA VIS "1 
can match the scope and depth of information FAR EASTERN ECONOMIC REVIEW LTD 
you'll get in every issue of the JAPAN FINAN- E ane M0. ENS ED 

CIAL REPORT. Do it now while you are think- ] 

ing about it. To subscribe simply complete the [] Please enter my subscription to the JAPAN FINAN- 
special trial subscription order form and return CIAL REPORT for the indicated term. 

it with the indicated amount in the handy self Lenclose cheque/M.O. in the amount of _____. (Or) 


addressed envelope. O Please charge my credit card. 


O 6months US$272 O 1year 5 
JAPAN FINANCIAL REPORT is designed 0 r n may be made in equivalent in local 
currency 


help you by providing vital information you 
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time, energy and money, and in the long term 
help in strengthening your Japanese business Address 
activities. 
Guarantee... Charan - " 2 ^ 5 
Should the JAPAN FINANCIAL REPORT fail for eum omn 
any reason to live up to your expectations you Expiry date 


may stop your subscription at any time. We'll 
promptly refund the unused portion of your 
subscription payment. So you see you have Sicmatute «ebat و‎ BNE E O MEE e 
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The exchange that brings you closer. 


Cli hate carrier pigeons. 

73 Please send me full information on 
Data Switching with the MD110. 
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other Ericsson telecoms products, 
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to eall. 
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Communication Services Pte Ltd 
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Singapore 1334 
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transmission and, of course, net- 
working. As well as making light 
work of all conventional exchange 
functions. 

Developing such an advanced 
exchange has taken a long time 
(110 years in fact) but then the 
MD110 is going to define the state 


- of the art for a pretty long while. 


So why not find out more about 
what you should be expecting from 
your exchange, and about how the 
Ericsson MD110 ean help you, by 
clipping the coupon today or by 
phoning us. 

Of eourse, you could always 
breed carrier pigeons instead. 


ERICSSON Z 


It may surprise you, but now you 
ean connect every part of your 
business with the same, efficient 
communications system. Shrinking 
distances. Tieing in remote loca- 
tions. Even when the buildings are 
far apart. Enquiries can be for- 
warded where they belong without 
the caller redialling, and operators 
can even monitor remote exten- 
sions. Ànd as your business grows, 
the system grows with it. 

—. With out 0 digital exchange 
(PABX if you'd rather be technical) 
- you can do things with your tele- 
phone system you'd never have 
believed possible. Including data 





For HO years Ericsson has been a dynamie force in telecommunieations, Ericsson Information Systems’ products span 


| tele- and data communications, personal computers and business systems. ۰ 
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D GERMAN FEDERAL REPUBLIC (0211 6109-0, GREAT BRITAIN (0403) 641 66, HONG KONG & MACAO (5) 75 6640, INDONESIA i021) 795005, IRELAND (01) 75 3093, 
` PPRALY (06) 79 7721, MALAYSIA (03) 59 1821, NETHERLANDS (01612) 9911, NORWAY (02) 84 3060, PORTUGAL (D 218 6503, SAUDI ARABIA i01 478 5800, SINGAPORE 747 5588, 
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` THEPOWER 
TO MAKE IT HAPPEN 
CREATES EM 
TRADING OPPORTUNITIES 
AROUND THE CLOCK, | 
THE WORLD OVER. 


IN NEW YORK, LONDON, BRUSSELS, FRANK- 
FURT, ROTTERDAM, GENEVA, CREDIT LYON- 
NAIS' TRADING ROOMS ARE HUMMING; SO ARE 
THOSE IN LUXEMBOURG, STOCKHOLM, MADRID. 
MILAN, MONTREAL, PANAMA, TOKYO, SINGA- 
PORE, SEOUL, TAIPEI, MANILA & CAIRO.. = 

CONNECTED TO EACH OTHER, THEY ARE 
ALSO LINKED TO TRADING ROOMS OF CREDIT 
LYONNAIS AFFILIATES IN SOUTH AMERICA 
AND THE MIDDLE EAST, SERVING CORPO- 
RATE CUSTOMERS ALL OVER THE WORLD 
24 HOURS A DAY. | 

BUT A TRADING ROOM, FOR US, IS NOT 
JUST THE PLACE WHERE MILLIONS OF 
DOLLARS ARE BOUGHT AND SOLD EACH DAY. 

IT IS ALSO THE HEART OF OUR ADVISORY 
SERVICES: OUR TRADERS SHARE THEIR © 
REUTER SCREENS AND THEIR EXPERTISE 
WITH OUR CORPORATE CUSTOMERS, TO 
HELP THEM BOTH IN FOREIGN TRADE AND 
IN CASH MANAGEMENT, THE WORLD OVER. 
IN ANY CURRENCY, AROUND THE CLOCK. ۱ 

OUR GLOBAL ASSETS ADD UP TO 100 BIL- 
LION DOLLARS, WE OPERATE IN 7O COUNTRIES. 
TRY US AS A PARTNER. WE KNOW HOW. 
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THE BANK WITH THE POWER TO MAKE IT HAPPEN IN SEVENTY COUNTRIES. 
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million credit line to be set up by the 


commercial banks, together with a - 


M$200 million standby-credit line pro- 
vided by the government for those with 
inadequate chargeable assets to draw on 
the credit line. There would also be a 
M$100 million sinking fund managed by 
the nascent central credit-control 


cooperative, Koperasi Kewalan Kre- | 


dit. 
The disadvantage of this plan, to the 
technocrats ef BN, is that it would leave 


the cooperatives with their deposit-tak- 


ing function intact. The cooperatives 
appear, however, to have won a com- 


promise on BN's alternative plan of 


25:25:50 by building into it a provision 
for one or more new collective coopera- 


tive “banks,” which would be owned |. 


and capitalised by the cooperatives with 
the proceeds of the M$800 million depo- 
sits-to-equity conversion. 
banks would then take over the deposit- 


taking function of the cooperatives, - 


raising money on their behalf. 
There are already precedents for 


such an arrangement in the Cooperative - 
Central Bank (CCB), Bank Rakyat and 
Bank Sebarang Prai — none of which | 
are banks in the strict terms of the Bank- — 
ing Act but are, in fact, cooperatives © 
owned by other cooperatives. The dif- | 
ference with the proposed new arrange- | 


ment lies in the fact that 9095 of the de- 


positors with the suspended coopera- | 
tives are Chinese and the question of a . 
new Chinese-owned bank in Malaysiais | 


a very sensitive issue. 


But the plan involves more compli- | 


cations than that. Significant changes to 
current legislation would be-needed to 
bring the three existing and any putative 
new cooperative banks undér BN con- 
trol. This may involve closer scrutiny of 
the books of these three, one of which 
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The 50% solution 


FINANCE 


Malaysia draws upea plan to help cooperatives’ depositors 


als and companies — some of which are 
substantial, yet backed by very meagre 
collateral. 

Despite Sanusi’s misgivings, the-BN 
plan has won the grudging acceptance of 
the directors of most of the coopera- 
tives, according to the chairman of 
the Association of Deposit-Taking 
Cooperatives, Hoo Ke Ping. Many of 
them do not have much choice, as their 
cooperatives are believed to be only 
worth perhaps 20-30 cents on the dollar, 
while their 20% liquidity margin has 
shrunk to around 2-3%. Although the 
agreement of 75% of a cooperative's 
membership would be needed for such a 
plan to go through, it is understood the 


| government is prepared to publish the 


Daim: Ghafar; Sanusi: disagreement over the plan. 





net worth of each of the suspended 
cooperatives to convince the members 
that the 25:25:50 formula is the only via- 
ble plan. 

Stiff resistance, however, has come 
from the hastily formed Action Com- 
mittee to Safeguard Deposit-Taking 
Cooperatives (ACSDTC), led by the 
organising secretary of  Koperasi 
Rakyat, Ng Kek Kiong. Ng is trying to 
organise a collection of M$1 from each 
of the 540,000 depositors affected by 
suspension to enable them to sue the 
cooperatives and the government for 
negligence. Pointing out that the depo- 
sit-taking cooperatives have to submit 
accounts to the. Cooperative Develop- 
ment Board twice a year, Ng said that 
"the government has either been sleep- 
ing or is useless." 

The ACSDTOC'"is'still trying to push 
for the lifeboat tfedîf that had originally 


By Nick Seaward in Kuala Lumpur 


Am to safeguard the deposits of 
some 540,000 savers in Malaysia’s 
stricken deposit-taking cooperatives 
has been drawn up by the central bank, 
Bank Negara Malaysia (BN), and is 
now before the cabinet for approval. 
Deputy Prime Minister Ghafar Baba — 
under whose Ministry of National and 
Rural Dé¥elopment (MNRD) responsi- 
bility for the cooperatives lies — told re- 
porters on 19 September that he had 
sent an initial study back to BN for a de- 
tailed account of the cooperatives’ as- 
sets before deciding whether to imple- 
ment the plan. This process has since 
been completed, and it is understood 
that the government has decided in 
principle to go ahead with the scheme. 

The plan, drawn up by officials of 
BN and the Ministry of Finance, in- 
volves the immediate withdrawal by de- 
positors of 25% of their money, fol- 
lowed by a further 25% after two years, 
with interest set at 6%. The remaining 
50% is to be converted into equity to 
create a new ‘class of capital-based 
cooperatives which will be prevented by 
law from accepting deposits from non- 
members. All retaining deposit-taking 
cooperatives wilPthen be brought under 
the direct supervision of BN. 

It appears, however, that more is at 
stake than just the M$1.6 billion 
(US$609.1 million) estimated to be on 
deposit with the 24 cooperatives, which 
were frozen two months ago (REVIEW, 
21 Aug.). “The ultimate aim of Bank 
Negara is to streamline the financial sys- 
tem," one cooperative official told the 
REVIEW. But it seems that while Fi- 
nance Minister Daim Zainuddin is keen 
to bring this important source of savings 
under the aegis of his ministry, Ghafar 
— and his predecessor at MNRD, 
Sanusi Junid — are fighting a rearguard 
action to vindicate their stewardship of 
the Cooperative Development Depart- 
ment, which is supposed to oversee the 
cooperatives. 

Sanusi, for instance, has objected to 
the 25:25:50 formula, while Ghafar is 
understood to have sent back BN's draft 
plan because the valuations of the 
cooperatives were "too conservative," 
according to one source, being based on 
forced-sale values rather than on the 
current market — making the situation 
appear worse than it might be. It is 
understood that BN reckons the 24 sus- 
pended cooperatives have net tangible 
assets of about M$800 million — or 50 
cents for every dollar they have on de- 
posit. This estimate has not, however, 
takgn into account the quality of the 
loans they have outstànding to individu- 
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cade, partly due to the Gulf boom, but 
this was likely to decline. 1 
Although international inte rest rates 
were sliding, the proportion of In- 
dia's external borrowings at variable in- 
terest rates is Fever small, the report 
said. ۱ ۱ 
۱ "Thus, savings. on interest. payments 
would not be substantial. In fact; net in- 
terest payments in 1986-87 would be 











higher becau e of increased external 









on essional and 
commercial. rates. On vhole, net in- 
visible receipts may decline moderately 
during the year. ... o 

On. the capital account, ‘though net 
external assistance is expected to be 
higher, scheduled repayments to the 
IMF would also be considerably higher 
during 1986-87. Given the current po- 
licy on commercial. borrowing (one of 


| extreme caution), the trend in exchange 


reserves. would largely be determined 


| by the. size of m trade. deficit during the 


year 







۱ ry ‘officials hope 

iat lower: prices ‘of crude oil and 
petroleum products and a cut in theim- 
port of fertilisers, should save about 
Rs 20 billion in foreign exchange, while 
special efforts in 14 thrust" areas al- 
ready identified should increase ex- 
ports, and the gap for 1986-87 can be re- 
duced considerably. They point out that 
the value of exports for the first quarter 
1986-87 (April-June) increased sharply 
to Rs 27.9 billion from Rs 22.4 billion in 
the corresponding quarter of 1985-86, 


because of increased exports. But im- 


ports for the first quarter were also mar- 
ginally : higher, at Rs 44.14 billion 
against Rs 43.49 billion, when there 
should. have n a decline due to the 


Ls 


| lower- at "Rs ie. 24 billion against Rs 
21.10 billion. 


Estimates by the Finance Ministry as 
as the Planning Commission 


suggest that exports will not rise fast 


enough to offset the import bill. The gap 
for the first two years of the plan would 
be on the order of Rs 160-180 billion, 

while the projection for the five-year 


| plan is Rs 348 billion. 


Government thinking is divided on 
how to address the balance-of-pay- 
that is building up. The Fi- 
y is for a curb on imports, 
as is the Planning Commission.: But 
Prime Minister Rajiv Gandhi's advisers 
(one of. whom. also happens to be 
the chairman ofthe Planning Cony 
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Straining the res 


Indian economic targets ۲ may bet too ambitious , 


By Mohan Ram in New Deihi 


he World Bank has been.an enthu- 

siastic supporter of India’s: import- 
liberalisation policies and other med- 
sures to step up exports, but its annual 
report expresses disappointment, over 
India’s export performance in 1985-86. 
The trade deficit for the year ended 31 


March at Rs 79.8 billion (US$6.4 bil- 


lion) was almost 50%. higher. than the 
1984-85 gap of Rs 53.3 ۰ 

The bank thinks this deficit reflects 
increased competition in export mar- 


kets and that it will take time for new. 


policies to affect noticeably the profita- 
bility of exports, relative to domestic 
sales. It is confident India can reverse 
the declining trend in exports, but if not 
there will be a need to reappraise the 
country's commercial borrowing re- 


quirements, which now stand at US$1.5 


billion. 

-A few. days before the report was re- 
leased; the Reserve. Bank of India 
(RBI, the central bank), in its survey of 


the economy, asked the government to - 
take a look at the balarice-of-payments ۱ 
scenario for the 1985-90 Seventh Plan in - 


the light of the poor export performance 
in 1985-86. 
“The Seventh Plan: projects. an an- 


nual average growth: of 6.8% in exports 


and 5.8% in imports. Aggregate ex- 
ports are placed at Rs 606.5 billion and 
imports at. Rs 954.4 billion, leaving. a 


deficit of Rs 348 billion for the five- 


year period. 


Net invisibles are projected at about 
Rs 147 billion, which would reduce thé 
current-account deficit to Rs 20 billion. 
The debt-service ratio against current 
receipts is put at 17.6% and the current- 


account. deficit, in. relation -to 
domestic product, stands at about 
for the 1985-90 period. 

The trade deficit widened in 1985- 86 


TOSS 


mainly because of a surge in imports, : 


while exports remained virtually stag- 


nant. But there was no significant de- | 
cline.in foreign-exchange reserves. The | 


drop was only 78 million special drawing 


compared with a rise of SDR 629 million 
in 1984-85 (excluding capital transac- 
tions with the IMF). 

But India has to roll the trade deficit 
back substantially if the reserves are not 
to be drawn down. Although there is no 
payments crisis just now; the balance- 
of-payments result for 1986-87 and 
beyond will be critical for the success of 
the Seventh Plan. 

The RBI survey says that private re- 
mittances (from Non-Resident Indians) 
important element in 


armes rare AR ra HAAR HANIA mama erp naman aryl trent ntl dtrdheteriMMOH 


s | had been an 
| India's net invisibles: during the fist de- | 
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en told by the BN to repay the loan: 









nded by the /goverhtieht. it is 
wn, for instance, that CCB. has suf- 
d heavy withdrawals, especially as 
ny of the cooperatives had deposited 
ir liquid funds with the bank before 
sustained run on their deposits in 
uly which triggered off the govern- 
'nt's action. 

According to the parliamentary op- 
osition leader Lim Kit Siang, CCB has 
M$20. million loan outstanding to a 
puty minister in the prgsent govern- 
nt. Lim also claims that CCB has bad 
jans totalling M$250 million out of a 
al loan portfolio of M$1.2 billion, 
that at least 20 debtors have CCB 
ins of more than M$5 million each, 
ne of which are being serviced. 



















































'ge loans are also believed to have 
been given by the suspended coopera- 
to individual businessmen and to 
panies which may not be easily re- 
rable in the present depressed eco- 
ituation. Jailed businessman 


understood to owe Koperasi 
: politan some ie 


che rman of the As- 


fan S iW Vee Boon Ping. who i is 
to owe more than M34 mi llion 
illion to a Kant 
jaja-Penjaja dan Peniaga-Peniaga 
EC "Selangor. The chairman 
‘operasi Sepadu, Datuk Yap Peng, is 
derstood to owe his cooperative M$9 
ilion and according to sources, has 





thin two months. 

Struggling property magnate Datuk 
ong Kee Tat is-also on the list, owing 
ome M$2 million to Koperasi Warta- 
/an- Wartawan. BN will not be unduly 
/orried by the fact that Koperasi 
akyat has a reasonably well-secured 
oan of M$20 million out to General 
orp., but another. cooperative ts 
nderstood to have been found to have 
pproved some M$20 million in loans to 
ogus companies. ۱ 

At this stage, only one director of a 
ded cooperative —  Kosatu's 
chairman Tee An Chuan — has 
arged in connection with alleged 
priation of cooperative funds. 
cooperative insiders say that 
Bund t to. follow. Of the, 136 








—4 are P andar. en 
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EY ese measures became ef ective : 
with the 1985-86 budget, and they 
should be given a fair trial, they say. Im- 
و‎ earn eho De Larosiére announces his early resignation from the IMF 
. They see the answer in vigorous ex- 

port promotion without interruption | By Nayan Chanda in Washington 

to the import liberalisation process. i 
They favour devaluation of the rupee | ff 
























































by 12-18%. to make exports competi- 
tive. | 


هی 


ma n the IMF's 
| Hon and operation in the comi 
." IÊ the export target does not | ou be fair 
materialise and imports are not curbed, | iry of his second term as 
India has two options. One is commer- | naging His . 

| 














ce 





ial borrowing. But the World Bank has. 





already Warned, in its special report on | ‘Bank will be under new 


India earlier this year, that unless the | time when, with the active back 





average growth rate of exports was close | the US Government, the two organi: 
to the Seventh Plan target of 6.8%, | tions ate closely coordinating their stra- 


commercial borrowings and the con- tegy to deal with the world debt crisis. 
comitant debt-service levels would be 


prohibitive if the import levels needed 
to realise the Seventh Plan targets are to 
| be maintained. — 





The only other option is a structural- 
rea tioned as candida n 
World Bank. In 1981, faced with a seri- di- | Minister H. Onno Rudi ig, Lan 
ous payments crisis, India got a SDR 5 ry | Dini, governor of Bank of Italy, M 

istein, former West German fi 
minister, Otto Lambs 





djustment loan from the IMF or the 




































billion credit from the IMF's extended- 
fund facility as a three-year cushion. 
Claiming a turn-around in its “needs, 
India terminated the arrangement with- 


















| work in France now that r htwing Jac- E ordi ۱ 
Out drawing the last instalment. ques Chirac has become prime minister. | 
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۱ erty. “Having clear reg- 
ulations and regular reporting will be 
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ery different from the case-by-case ap- 


proach, which has been more easily af- 
fected by private lobbying," says Lee. 
Last year aftempts to rein in the 
growth of bank loans to the chaebol had 
to be called off when the economy 
slowed. Those measures were initiated 
and carried out by the Ministry of Fi- 
nance. These new measures, coming 
from the EPB, take a different ap- 
proach to the problem. What they 
have in common is the backing of Kim 
Mahn Je, who was promoted to head 
the EPB in January from his position as 
minister of finance. Kim ,. 15, widely 
acknowleged to be the most influential 
of economic technocrats these days. 
Chang Jang Hyun, of Korea Busi- 
ness Research and Information Inc., 
which does corporate ratings, feels the 
new law attempts to do too much. “It 
would try to cover everything at once 
and, given the complexity of the prob- 
lem, might go nowhere," he says. Offi- 
cials concede that monitoring company 
holdings will present enormous chal- 
lenges: cross shareholdings within big 
groups are extremely complex, involv- 
ing false names, ownership by members 
of company-owners’ families and, in 
many cases, no clear valuation of 
shares. Conglomerates frequently shift 
capital around subsidiaries to increase 


paid-in capital in anies which are 
applying to banks ار‎ Ins. 

Illustrating these; problems is the 
long time it has taken the authorities to 
negotiate the mergers of problem com- 
panies with new owners over the past 
few years. Disagreements over valua- 
tions and sorting out the byzantine ar- 
rangements of shareholdings by which 
founding chairmen maintain control of 
their companies has taken more than 
two years in some cases, and final terms 
of the arrangements have not been 
made public. ۲1 
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Kim: wielding influence. 





Companies will be given a. five-year 
grace period in which to make the 
necessary changes. In addition, total 
new investments by big groups in out- 
side companies will only be allowed to 
reach 40% of paid-in capital (minus 
cross holdings). 

Perhaps the most important feature 
of the new law would require companies 
to report annually to the government, 
detailing the structure of their 
shareholdings. Past efforts by the gov- 
ernment to discipline the chaebol on 
this point have always been in the form 
of sporadic crackdowns, such as the 
“September Announcement” in 1980 by 
the then new regime of President Chun 

























A$365.47m 
(US$229.9m) 









A$817.76m 
(US$514.3m) 
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. Company shareholdings come under scrutiny 


Sony Corp. | 3031 July | 0 224 | Fit -27 Operating profits for the nine months to July fell to ۴43.240 | - 
(Japan) (US$277.4m) (USS$6.6b) from Y 106.950 a year ago. eo 


10¢ | Total assets rose to HK$1.92b from HK$1.86b at 31 Dec. | - 
(same) | 1985. Company's holding in Jardine Matheson accounts | - 
for 32% of assets. E 


Group was assisted by an 86% jump in David Jones’ net | - 
profit — the company holds 49.19% of David Jones. Group | _ 
is confident of better growth for current year. «e 
Extraordinary profit amounts to A$21.84m vs A$12.66m | - 
previously. Slowing profit growth partly attributed to sharply | ۰ 
higher interest bill. | 


Pre-tax profit declined to M$94.33m vs M$97.41m 
previously. ae ۱ 


% change % change 
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By Paul Ensor in Seoul 


S outh Korean conglomerates could 
we come under much closer scrutiny — 
with regard to their expansion and cross 
holdings between different subsidiaries 


` | — if a new law is as effective as its au- 


thors in the Economic Planning Board 
(EPB) are hoping. The PPB has pub- 
lished a draft of the new law which 
would outlaw cross shareholdings 
within the large chaebol, as the groups 


` are known, for the first time. The bill is 


unlikely to face much opposition within 
the national assembly and could be- 


| comelaw early next year. 


In light of past attempts to tame the 


i growth of the groups and improve their 


financial positions, just how effective a 
new set of regulations will be is still un- 


clear, but EPB officials are confident. 


"Until now the whole concept of the big 


| business group of the kind we have here 


has not existed in legal terms; this is a 


big step in the right direction,” accord- 


ing to Lee Nam Kee, director of the Fair 


` Trade Overall Policy Division at the 
EPB. 


The new law would outlaw what is 
common practice in companies over- 
seas, such as.in the US, but Lee says 


. Strong measures are necessary: “Com- 


panies here are over-concentrated 


around their founding families with very 


little owned by the public, and this leads 
to instability." 

= The draft is specifically aimed at 
chaebol with paid-in capital exceeding 
Won 500 billion (US$568 million), 
which currently number 29. According 
to the regulations, cross shareholdings 
by these chaebol will be banned and 
holding companies will become illegal. 










H30 June | HK$43.3m 
Y 30 June | A$117.22m 
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A$44.84m 
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The commission cleared the Eldei 
bid on 1 September, but by this tim 
rises in the Allied Lyons share price an 
a "poison pill" investment in Canadia 
liquor group Hiram Walker had pushe¢ 
the likely cost of a successful bi 


` The Courage takeover gives Elliot 


by some Britfsh banks, but details w 


has won no great bargain. 
Courage does not have the d 






But its chain of 5,000 hotels is ripe 


lion could be raised by this method., 
.- Elliott's success in improving his 
ance-sheet after the CUB takeove: 

one reason banks have been willin 
back his British acquisition. Eldet 


CUB to below A$800 million in J 
` ‘By the time the debt from the Ci 
age purchase — initially A$3.3 bil 
at the current exchange rate — emer 
on the June 1987 balance-sheet, Elli 


will have done his best to whittle it bac! 














‘Philippines 









` 1986 
(end month) 


around £2.8 billion. 


| cleaner and less costly entry to Europ 
The original banks in the Citibank syi 
dicate are providing the finance, joine 


not immediately announced. With th 
«price close to the estimated book valt 
of Courage assets of £1.3 billion, ar 
| 15 times pre-tax earnings of £87 milli 
in the year to 31 October 1985, E 





array of food businesses that Elliot 1 
| planned to sell off from Allied L 


"the debt incurred in its 1983 takeover 
` CUB: each pub is floated as a separa 
_entity in which a half share is offered: 
“the publican. Elliott said up to £700 


:duced its debt from A$1.75 billie 
December 1983 just after absc 


| by the hotel equity sales. E 


after Elders joined a truce settlement in _ B 
| the long-running battle for control of © 
"Australian resources giant Broken Hill | 





! er, the £1.8 billion bid was - 
| vigorously opposed by the Allied Lyons |. 
board and eventually referred by the - 









(US$625 . million). capital injection. 


“turned swiftly to re-open the British 


H ight up to the conclusion ofthe Cour- 
‘Rage deal, Elliott kept open the pos- 
sibility of renewing his bid for brewing” 


distributor of his Swan Lager. Addi- 
tional satisfaction for CUB must come 
from taking over the British: brewer 
which tried in 1968 to enter its home turf 
with a Melbourne beer venture. | 
With overall beer sales in Australia 
declining and most smaller rivals al- 


ready. gobbled up, Elliott and. Bond 


have set their sights on foreign growth. 


During the past year Bond has bought: 
A. e 


the small. Pittsburgh Brewing 


(maker of Iron City beer) and is looking | 
at the Hongkong operations of San- 


Miguel. Elliott's CUB puts its main em- 
phasis on Europe, but hopes to expand 
US sales with beer produced in Austra- 


tia during the southern winter. 
7 The brewing expansion came soon B ] | 
the same scheme Elders used to redu: 


Proprietary Co. (REVIEW, 25 Sept.), in 
which Elders gained an ASI billion 


through a BHP purchase of convertible 


| notes as well as a BHP board seat. El- 


liott did not waitin Melbourne to attend 
his first BHP board meeting but re- 


i. brewing front. 


and foed 


group Allied Lyons. Launched 
last Octo 
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| Australia's Elders IXL buys its way towards a ‘world beer’ operation. 


“the 5,000 hotels owned by 


ambitions as Elliott. 











nald in Sydney 
| ustralian trading conglomerate 
a Elders IXL has taken a major step 





. towards its goal of making the Fosters 





ager of brewing subsidiary Carlton 


and United Breweries (CUB) a “world - 


er" with the £1.3 billion (US$1.9 bil- 
on) acquisition of Britain's Courage 
' Jatgest foreign takeover yet 
ma e by an Australian. company, it 
gives CUB its own distribution network 
throug 


FD 












Courage, as well as a production base 
for penetration of other countries in the 
EEC. Just as Elders announced its 





lena march on other big British brewing 
rain Anheuser Busch 











Weiter. beer), and his 


‘main rival in thélAustralian beer mar- 


ket, Alan Bond,’ who owns the Swan - 


and Castlemaine Tooheys breweries. 
Both Anheuser Busch and the Bond 
ive similar 6 
nake their brands international. 

In Bond's case salt is rubbed in by the 
fact that Courage is the current British 
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in he wake of rising gold prices in 
Australia. | | 





WA: Mining shares led an across-the-board 
ge, in value and volume terms, Turnover 
ged P57.94 million (US$2.8 million) a day, up 
from the previous period. Higher gold 
in London perked up local gold miners, in- 


biggest losers, The Straits Times Index fell 17.11 
points to 810.20, its lowest level since 26 Aug. and 
Fraser's Singapore Index dropped 100.4 points to 
4,713.70. Turnover was a thinner 13.88 million 
shares a day. | 


KUALA LUMPUR: It was a poor week for invest- 
ors with prices drifting downwards for most of the 
period and volume generally very poor. The only 
bright spot was a resurgence of interest in plant- 

| ation stocks. some of which put on double-digit 
gains on 18 Sept. Dealers attributed the change in 
sentiment to the increase in rubber prices on 
world markets which closed at their highest since 
May 1984. Fraser's Industrial Index lost 19.32 
points to finish the period at 2,645.08. Average 
turnover was a disappointing 6.43 million shares a 
day. 





















ding a few long-dormant íssues. Market ex- 
however, say the firm®prices appear tem- 
. The mining index rose by 172.47 points, 
est rise since February. Some commercial 
al shares also benefited from position- 
ipted by favourable reaction in the US to 
t Corazon Aquino's visit, which could in- 
creased investment in the Philippines. 
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ON à: The market remained in a consoli- | 

od for most of the holiday-shortened | 

Jerking up only on the last trading day on 

f corporate restructuring at Hutchi- | | 

poaandatacoupleof other minorcom- | _ ۱ T 

- The Hang Seng Index gained 11 points | BANGKOK: The market picked up slightly in slow _ 

he period to close at 1.953:6. Average daily trading. Although most issues opened strong in. 

| 
i 
| 
| 
| 
| 












Slackened to HK$349.14 million | early sessions, they failed to stand their ground — 
| and by mid-week, many counters were under 
heavy selling pressure. However, Saha Union's |] (A a 
announcement of capital-expansion plans later | | xs 
helped push the Book Club Index higher by 0.52 || Ax 
of a point to close the period at 144.92. Falling || ۷ 
issues outnumbered rising ones by 27 to 24, while ~ 
43 remained unchanged. Volume totalled Baht ۰ 
477 million (US$18.3 million) for the 2.5 million ^ 


$44.8 million). Hutchison recently paid 
$600 million for a 4.99% stake in London- 
d Pearsons, a diversified investment com- 
leading to speculation of wider implica- 











O: The market fell sharply in the early part 
period with the Nikkei Stock Average fali- 
m 18,100.52 on 12 Sept. to 17,336.62 by 17 
though a later rally pared the loss to a net | 
points by 22 Sept., when the index closed at 
30. Tokyo's fall from the 20 Aug. all-time 
18,936.24 has been largely in sympathy 
all Street but the revival in the latter part of 
riod aroused hopes that the market was now 
y for calmer assessments of its independent 
pects. Turnover remains relatively low. 


shares traded. 









| BOMBAY: After an uncertain start on the open 

| ing day of the period, when the BSE Index shed ` 
175. the market rallied on speculative and institu- 
tional support to close at 568.97 points, up 22.28, 
Sentiment was buoyed by the unveiling of Unit. 

| Trust of India's new mutual-fund product, Master- 
shares, which is expected to inject fresh liquidity 
in the market. Blue chips such as Tisco and Cen- 
tury Enka were major gainers. ۱ 
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LIA: The spread of gold fever for bullion 
in the period reversed the market's 
ing by profit-takers so that the All Or- 
ndex lost less than a point to 1.223.8. In- 
al stocks were no longer the favourites of the 
t and the All Industrials Index slipped 10.4 
to 1,906.8 while the keenly sought-after 
ector surged 52.3 points to 1,445.1 over the 
d. The voracious appetite for gold stocks 
'd over into resource companies, boosting the 
Resources Index by some 6.9 points. 






SEOUL: Another week of listless trading brought dp 







the composite index down 0.33 of a point to 263, | | 

Average daily trading dropped dramatically, by Î 7a 
Won 8.74 bilion (US$9.9 million) to Won. 15.98. 
billion. The slow pace of activity was partly due to 
a two-day annual holiday in mid-period. Falling . i^ 
the furthest were insurance and wood, off 8.92% 




















udi 


1 : 
| and 8.59% respectively, while construction rose 
| the most, up 6.65%. The gain in construction was 
| | due to an announcement at the end of the period. 
IND: The market fell back sharply in | of a clean-up operation by the government on: 
1 
i 
| 










trading, with sentiment-continuing negative | financially unstable contractors, which were bein g 

last day when buyers bégan to return. | merged with healthier companies. 

is comparatively light and the improve- 5 | PLE 

he end occurred on very little change in | TAIPEL The market showed a modest gain but 

activity. Leading stocks, such as Chase, | many investors were hesitant.as they tried to as- 

Equiticorp, looked poised for a rally, | sess the possible impact of a rising NT dollar on 
HN | | exports. There is concern that export growth may. 






























lose some momentum. during the fourth quarter 

| after a record surge in the eight months to August. 
The textile industry is seen as being most vulnera- 1 
ble to currency appreciation. Average daily turn- |. 
over in the four-day period was NT$1.5 billion 
(US340.7 million). The weighted price index ro 
14.5 points to end the nedod at 921.31. ۰ 





ed South Union, 
US$92.6. million). 
iternational Wood 
nt. Ming Court 
te among the 
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dosed closed 
7144.92 568.97 
+ 0.36% | * 3. 16% paves 
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| Japan: Nomura international. {HK} 
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Fima Metal Hox 

Hume industries 
Malayan Cabies 
Malayan Cement 
Malayan Credit 
Malayawata Steel 
Malaysia Building Society 
Matsushita زر‎ 

New Straits Times 
Pan Malaysia Cement 
Perlis Plantation 
Public Bank 
Rothmans (Mj Bhg 
Shell Refining Co. 

Tan Chong Motor 
United Motor Works 
United Plantations 
Yeo Hiap Seng 


.ofKorea 
Daewoo Corp. 
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Korean Air 
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The Saab-Scania 
tradition points in 
one direction. 


Commitment to the future. 

We began manufacturing vehicles in the 1890's and aircraft in the 1930's. With the resul&that over a long 
period Saab-Scania has established a solid base of technical experience and engineering skill. In our 
areas of operation Saab-Scania has always been an innovative force. 

This commitment to the future requires determined backing. For the last five years we have invested, on 
average, 13 percent of sales income in research and development, property and plant. Activities which 
have all been funded from within the Group. 

In the field of specialized transport technology the symbol of Saab-Scania is the sign of tradition and 
financial strength. 
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The Saab-Scania Group manufactures automotive and aerospace products: passenger 
cars, trucks and buses, military aircraft, missiles, satellites and the Saab SF340 airliner. The 
Group also develops other advanced products in the fields of electronics, optics, sensors 
and image processing as well as in the area of energy technology. 

We employ 47 000 people in locations in Sweden and 30 other countries. 
In 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
(GBP 255.2 m.). Return on total assets was 14.5 percent, solvency (equity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401:1 m.), equal to 13.8 
percent of sales. 


Leaders in specialized transport technology. 








For further information please write to Saab-Scania AB, Corporate Communications and Public Affairs, S-581 88 Linkóping, Sweden. 









Tianjin's reputation as a manufacturer 
of carpets and many other light and 
heavy industrial items. *What is pro- 
duction," a Xingang resident asks in 
textbook fashion, “without communica- 
tions, transportation?" 

The Tianjin/Xingang axis, it has 
been said, once prospered at the ex- 
pense of the Grand Canal's problems, 
first during the waterway's construc- 
tion, and later when it began to clog 
with silt. 


ith the canal in difficulties, Tianjin/ 

Xingang found itself in an enviable 
situation: tribute grain had to reach Pe- 
king from distant provinces, and Tian- 
jin, with access to both fresh- and sea- 
water channels, became the most reli- 
able transport centre. 

Today, the area is linked to Peking, 
all of north China. and the vast interior 
by air, rail and road. Railway spurs and 
some of the best highways in the country 
reach all the wav to the Bohai Bay 
shore, where heavy machinery and 
computer equipment, cereals, ores, 
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jin citizens and foreign visitors alike. 

Within the framework of Deng Xiao- 
pings new open-door policies, and 
under the leadership of Tianjin Mayor 
Li Ruihuan — a man widely admired in 
China — the city is increasingly seen as a 
model for the country’s urban reforms 
and traditions. 

Last year Tianjin's industrial pro- 
duction aecounted for 3.3% of national 
output. Local officials say 30 recently 
incorporated foreign businesses have al- 
ready achieved an average 23% profit 
margin; half a dozen have already re- 
couped their investment. 

But, while profits are being vigor- 
ously pursued, it is not to the detriment 
of tradition. Opening ceremonies in 
August this year for the Hyatt Tianjin 
— the city’s first modern hotel, and 
Hyatt International's first venture in 
China — mixed modern inter- 
nationalism with some homespun Tian- 
jin hallmarks. 

As guests from more than 20 coun- 
tries looked on, a specially manufac- 
tured carpet — rather than a ribbon — 
was cut to declare the hotel open. Tian- 
jin carpets have been famous for almost 
300 years. 

Less colourful by far is Xingang, but 
it has always played a major role in 








fficiency and utility have replaced 

any real or imagined romantic no- 
tions one might have had'of Xingang's 
waterfront. Xingang is the harbour for 
Tianjin, an industrial municipality of 
such size and importance that, like Pe- 
king and Shanghai, it was given “pro- 
vince” status, and is administered by the 
central government. 

It is also the country's major north- 
ern and largest container port. For cen- 
turies it has looked out on the Bohai 
Gulf and the Pacific, protiding the main 
marine gateway, not only for the har- 
bour's host city, but also for Peking 
some 120 km away. 

Dutch envoys who arrived here in 
1655 marvelled at the colourful activity 
in Tianjin and its port, and wrote of the 
"astonishingly heavy traffic" of ships, 
goods, and people from many parts of 
the world. 

Today the colour belongs to the city 
itself. Grand old buildings have with- 
stood the destructive power of both 
earthquakes and the Cultura! Revolu- 
tion. There are also new structures: a 
food mall featuring a prosaic title serves 
up a splendid variety of both Chinese 
and foreign cuisines; “Culture Street," 
an entire neighbourhood, rejuvenated 
rather than rebuilt, is enjoyed by Tian- 
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| critical. Loading and unloading of 
| goods, and customs inspection Gon- 


| tinues seven days a week. 


Xingang is China's major northern 


| ship-builder and repairer; and its trade 


is growing. Bidding recently opened for 


| an expansion project aimed at con- 


solidating the foundation of a 600,000- 
m2 dam on which 11 berths for ships of 
10.000 dwt will be built. It is Tianjin's 


| biggest ever project, and with a loan of 


US$130 million from the World Bank, 
one of the key projects ior all of China 


j| negotiated this year for all of China. 


The project is scheduled for comple- 
tion seven yedrs hence, by which time 


| the port is expected to increase its an- 


| nual holding capacity to more than 4 
| million tonnes, and eight other expan- 
| sion schemes are likely to be under way. 


Old illustrated maps in the Tianjin 


| Museum of History give visitors an in- 
| sight into what Xingang used to be like 


decades ago. 

Today the Seamen's Club is a clean, 
concrete building, some distance from 
the waterfront: a European sailor de- 
scribed it as a “sobering” walk from the 
shore. Inside, posters and signs are not 
warnings about various iniquities that 
could befall the unwary sailor, but ad- 


| vertisements for the local Friendship 


Store, or information on guided tours to 


NANCY NASH 





port centre. Welders in bamboo hats 
can be seen at work building a host of 
vessels from barges, tows, and hover- 
craft to 20,000-ton oil tankers. 

And, irrespective of whether it is a 
Sunday or a public holiday activity at 
the port remains constant. Tianjin ad- 
ministrators were among the first in 
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| Xingang port: burgeoning trade. 


chemical fertilisers, and every imagina- 
ble item of import is off-loaded. 
Chinese produce leaving include 
salt from the large saline-alkali flats 
stretching inland for miles from Xin- 
gang port, steel products, vegetable oils 
and other commodities, and numerous 
bulk shipments of everything from 

















Tianjin's international market and bo- 


cheap clocks to expensive carpets. | post-Mao China to realise time is money 
tanical gardens. — Nancy Nash 


Xingang is much more than a trans- | and that turnaround time in a harbour is 
PERENNE ROO XS OS ONCOL ee 





e tips of your fingers? 
ifteen years ago, we used in the Concorde technologies never previously seen in a 
ommercial aircraft. 
oday, the Airbus remains at the cutting edge of technology. The proof: shortly the Airbus 
^ 320 will be introduced. The first of a new generation of safer, more efficient aircraft. 
n the new Airbus A 320 “flying by wire" will replace the conventional aircraft controls, 
aking life much easier for the pilot. In terms of comfort, safety and flight ۰ 
3y means of a sidestick controller, the pilot can transmit extremely precise commands 
and check they’ve been carried out on a visual display-part of an entirely new concept 
n cockpit instrument panels designed to make all flight data easily and immediately 
available to the pilot. 
At Aerospatiale, together with our partners, high technology is our stock-in-trade. 5 
ow we meet both the interests of the passengers and the economic requirements of the 
airlines. And that's what makes Aerospatiale special. 
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. . , plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


C 6 months 


[] Please include the Yearbook at extra 
US$24.95/HK$195. For airmail delivery, 
please 200: 5 
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Between the two of us, 
high performance 
does not always involve 
high risk. 


You Can enjoy an outstanding rate 
ot return without the risk associated 
with many high performance 
investments. Bank of Boston offers 
the Boston International Funds. w ith 
1985 performance levels of 13% 
to 343% better than traditional time 


deposits. | majority of these 


Funds are exempt from U.S. withhold- 


ing taxes, and are backed by a world 
bank with 200 years of service 

and security. A minimum investment 
of US $25,000 is required. 

To learn about Bank of Boston 
products, and to engage the services 
of a personal banker committed to 
a long-term confidential relationship 
with vou, please write to: 
International Private Banking, 

P.O. Box 13603, General 


Post Office, Hong Kong. 
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BANK OF BOSTON 


International Private Banking 


| GPO Box 160, Hong 
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” Flying KLM's ‘Royal or TOR C sss 
1an intercontinental trip via Amsterdam? Then 
scover something special: Stay-on-the-Way. 


From the Holland Promotion Foundation. 
ist look what you can enjoy: a free hotel room- on the way. Ask your travel agent or 


either for one night or one day in an KLM for full details. : 


Amsterdam top hotel. A 40 guilders ; ۳ 
Ide Dun T , The Reliable Airline 


meal voucher (app. USS 16). Plus 


free bus transfers between the airport and the 
city centre. Fly KLM via Amsterdam Airport 


Schiphol. And Stay-on-the-Way. 
We'll give you an Amsterdam good time 
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SIEMENS 


Lighting by Siemens - 
style and technology enhances 
interior design. 


For the interior lighting throughout its new Hongkong headquarters, 
the Hongkong & Shanghai Banking Corporation specified a luminaire 
system that combines efficient and versatile technology with 
aesthetic elegance — all vital qualities to enhance the building's archi- 
tectural merit. 


The SiDEKO lighting system from Siemens meets all these requirements. 
Efficiency: 80% of the electrical energy is converted into usable light. 
Highly polished, pure aluminium reflectors ensure a bright and even 
illumination. Furthermore, the waste heat generated is fed through 
extraction ducts to boost the thermal efficiency of the building’s aircon- 
ditioning plant. 

Versatility: The SiDEKO system includes recessed and surface-mounted 
fittings that blend with airconditioning ducts and suspended ceilings. 
Pendant and desk-top fittings provide an even and glare-free light dis- 
tribution necessary for areas where computer visual display terminals 
are used. 


Siemens worldwide activities embrace all aspects of high technology 

electrical and electronics engineering; from state-of-the-art micro- 

chips, information technology products, power engineering and factory 
automation to the latest electro- 
medical equipment. To sustain this 
broadly based capability, the Com- 
pany has worldwide production 
facilities supported by an interna- 
tional sales and service organization 
to ensure close contact with cus- 
tomers and tailored solutions. 
The Company employS$'more than 
300,000 people in over 120 countries. 
36,000 scientists and engineers are 
engaged in R & D, for whichgyweinvesf 
over 2 billion US Dollars annually. 
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THE POPE COULD NOT REFRAIN 
FROM PRAISING IT GREATLY.” 


Benvenuto Cellini was the master goldsmith of the 16th century. He led the Italian 
Renaissance by perfecting new methods of engraving, of casting metal and setting precious 


stones. His obsession with perfection in every detail of his work, from a statue ms 
to a book, both astonished and delighted the kings, princes and Popes who yi 
were his patrons. ROLEX 


To reflect that skill and craftsmanship of an uncommon order, Rolex 
have created the Cellini Collection of gold and jewelled watches. 


The watch illustrated left is Model 4324, 
in 18ct. gold, with walnut dial. ۱ 
It is shown actual size. 





500 million financial structure for this. 


knowledge and the broadest range of commercial and 
investment banking products is what sets Chase apart 
from other financial institutions. 

And, its why Chase was able to bring off what 
Euromoney Trade Finance Report called one of the 
most talked about deals of the year’. 

Fully integrated global banking. No matter how 
complex a project it may be, one thing is simple. 

Choosing the right bank to support it. 


i CHA 


pertise in all fields. From syndication experts to trade 
ance specialists in export credits and aid loans. To our 
disputed leadership in project finance. All of which 
're vital to this endeavour. 

And, all in an environment that effectively 
mbines commercial and investment banking skills like 
other financial institution. 

This total global banking capability that integrates 
e, international network, specialized industry 
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Introducing 
the Regency Terrace 


The new sun-spangled 
wing of Hyatt Regency 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. ۸ bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 

For business or pleasure, the Regency Terrace is a spectacular couch of Hyatt. 

Don't you WISH 

YOU WERE 
HERE.™ 


HYATT REGENCY(S)SINGAPORE 


For reservations call 7331188 in Singapore or contact the nearest Hyatt or Travel Planner. 


HEALTH CARE FINANCING ENERGY 
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(LETTERS 


| 
| Dragons and fat-cats 


] must congratulate you on your 18 Sep- 
tember COVER STORY. Having been ac- 
tively involved in China trade as buver, 
seller and in a joint venture, I have wit- 
nessed the Orwellian phenomenon of 
"more equal than others" from close 
quarters. 

In many cases the appointments of 
the new elite to powerful positions has 
led to some good. It has injected new 
blood into ancient corporations. As the 
decentralisation policies continue to 
evolve and corporations and workers 
become more performance-oriented, 
the elite will have to show their true 
worth. I also experience daily frustra- 
tions at the hands of the spoilt elite who 
have come to expect certain advantages 
in dealing with foreigners. 

Perhaps it would be appropriate t 
say Dragon from Dragon, Phoenix frot: 
Phoenix, Fat-cat from Fat-cat? 
Hongkong Marco Lobo 


The race factor 


I read with displeasure lan Buruma's 
book review [4 Sept.| of War without 
Mercy: Race and Power in the Pacific 
War by John Dower. Buruma makes 
many remarks reflective of one appa- 
rently schooled in drama and fiction 
rather than one trained in serious histor- 
ical analysis. Instead of addressing each 
of the problems with his review, I will 
concentrate on a few. 

» Buruma ignores racism as any expla- 
nation at all for treating Japanese-Amer- 
icans differently from German-Ameri- 
cans in the US during World War II. He 
seems to be unaware of America's pre- 
occupation with the “yellow peril" that 
hurt not only Japanese-Americans but 
Chinese-Americans during the decade 
prior to the war. 

Despite being model Americans who 
worked hard, strove to educate them- 
selves, and were law-abiding, 110,000 
Japanese-Americans were imprisoned 
and were deprived of virtually all the 
property they had. How would you feel 
if you lost everything you owned, were 
behind barbed wire for three years in a 
desert, and could not find a job after 
you were released? Not only did the Ja- 
panese-Americans suffer the bane of ra- 
cism but they also endured the respon- 
sibilities of being Americans during 
World War II when they joined the US 
Army and fought against the Germans 
in Europe — incurring more casualties 
on a proportionate basis than other 
Americans. 

» Buruma implies that racism was of lit- 
tle importance — at least on the Ameri- 
can side — during the Pacific War. That 
would be immediately suspect to a stu- 
dent of American history. After all, 
America has for hundreds of years 
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The symbol of your success... Baume & Mercier. 


Distinguished, inimitable styling, along with individual crafting 
and hand finishing in a limited series, make ownership of a Baume 
& Mercier Riviera a privilege reserved for connoisseurs. 
Models are available for both ladies and gentlemen in 18 carat 
gold, in gold and steel, or in steel. Each timepiece features an 
ultra-thin Baume & Mercier high-precision quartz movement, 
and is water-resistant to 30 metres. 


O 


BAUME & MERCIER 


GENEVE 
1830 


Showrooms & Service Centres: Hong Kong: Shop ISA&B Edinburgh Tower, The Landmark, Queen's 


Road, Central - tel. 5-222339. Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa- 
pore - tel. 7328055. Thailand: BANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok Bazaar Rd, 
Rajdamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center, 
Shoemart Bldg - tel. 882962. Malaysia: KUALA LUMPUR, G4-5 Ground Floor, Plaza YowChuan, Jalan 
Pekeliling - tel. 2438350. Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-43, Ratu Plaza, Jalan Raya, 
Jenderal Sudirman - tel. 711998. Japan: TOKYO, Heiwado Trading CO LTD, No 8, |-Chome, Higashi-Azabu, 
Minato-Ku - tel. (01) 5861818. Hawai: HONOLULU 96814, Jewel Gallery, 1450 Ala Moana Blvd, 2201. 
Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 83/5 Sec. 2 Wu-Chang Street - tel. 3611911. Australia: 
eNORTH MELBOURNE, Vic. 3105, Swiss Anglo Agencies, 12-14 Leveson Street - tel. 03-3291833. For infor- 
mation in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 4A Node! Mansion, 302-45 Ychon- 
Dong, tel. 798-9521-5. 
2 -86/6287 




















UK. Unit Trust Managers of the year. | 









International Growth Fund 


In the eleven years since launching the Group's 
first unit trust in the United Kingdom, Perpetual 
has earned an enviable reputation for consistent 
investment success. The top authorised fund 
over the eleven year period to 19th August 1986. 


The Offshore 
International Growth Fund 


Isan international unit trust based on the same 
immensely successful investment philosophy as 
the U.K. based International Growth Fund. 
Launched on the 23rd January 1983, the Fund invests in a wide spread of leading 
companies from the world's principal stock markets. 
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since launch on 23rd January 1983 


For more specialist investors: 





since launch on the 21st April 1984 
- investing in stock 
markets of North America 


since launch on 8th April 1985 


- investing internationally in 
today's more exciting companies 


ee AA 
Please send me details (on the terms of which alone all applications 
will be considered). Please tick box 

O Offshore International Growth Fund O Offshore American Growth Fund 
O Offshore Emerging Companies Fund O Prospectuses of the two new funds 
To: Perpetual Unit Trust Management (Jersey) Limited, PO Box 459. 

Norwich Union House, Church Street, St Helier, Jersey, Channel Islands. 


SURNAME: 
(Mr/Mrs/Miss) 
ADDRESS 


EPerpetual 
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MONEY MAGAZINE August 6 


ome. Offshore funds are quoted in U.S. Dollars. You should remember that the price of 


Top Performer 


. Perpetual takes The Observer's 1985 Unit Trust Managers of the 
Year award. A richly deserved award. Itsinvestment team — chairman 
Martyn Arbib, Bob Yerbury, Scott McGlashan and Martin Rasch — 
Ue HOME ربص‎ E وت‎ 
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Unit Trust form guide 
. Two groups deserve a big hand Perpetual . . . achieved a 100% 
record in both periods (one year and three years): All their trusts 
De avenge. SUNDAY TIMES 4th May 6 


۱ ۰ 
Impressive 

. - Perpetual has the most impressive track record, hitting the top spot 
over the ten-year, nine-year, eight-year and five-year periods with two 


Highest Marks 
. Perpetual comes out of the comparison with the highest marks. 
With the sole exception of the International Emerging 


Companies 
portfolio, which falls into the near miss , all the other long term 
funds in the group appear in the top quartile, both over the long term 
as well as the short term. 


Two New Funds 


On November Ist, Perpetual, one of the U.K's most successful 


unit trust managers. will be launching two new funds. 
To make sure you get your advance copies of the prospectuses 
fill in the coupon today. 


güres as at 19th August 1986. Figures are based on offer price of units and include net 


Gyn as well as up and that past performance is not a guarantee of future success. 


T one fourth and one seventh. - 
۱ THE TIMES 5th July 36 




















Exclusivity 


Sought after by many, acquired by only the few. 
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such as Canada, the US, England and | 
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Hongkong. My family and I left South | 


Africa for Vancouver in 1967. ۱ 
Unfortunately nothing has ever been. 
written about this small group of 
Chinese in South Africa. It would make: 
an interesting, much-needed and long- 
overdue subject for either a doctoral 


thesis or for an enterprising reporter of | 


Patricia Lai - 9 
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Aug.] states: “The split in the front de- - 
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a distinguished magazine such as yours. 
Vancouver . 


Loggerheads, not split 


Stepping aside [INTELLIGENCE, 28 


veloped last year and manifested itself 
most recently when the two sides were 
involved in a slanging match during a 
meeting with Prince Norodom 
Sihanouk, the coalition president.” 


. The truth obliges me to inform you | 


Iv 


that the two sides behaved in a friendly — 
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and courteous manner, not only in my - 
opinion, butin the two sides’ assessment | | 


of each other. I have congratulated 
them for this, and have encouraged 


them to find an honourable compromise 
_so that they will finally achieve unity. — - 


Norodom Sihanouk 


Peking President of Democratic Kampuchea 
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۲ Unwelcome Guest 


Mike MacLachlan [GUEST TRAVEL- 
LER'S TALES, 11 Sept.] would appear to 
fit the mould of a typical expatriate Brit. 
Must we suffer the superficial and mis- 
leading opinions of such who upon re- 


turning briefly to this country after an - 


absence of years, to check no doubt | 


upon the security and performance of 
their property investments, find them- 


selves instantly qualified to make 
sweeping, patronising statements while - 


passing critical judgments. 


I live and work in the north of Eng- 


land, remote from the capital, involved - 
in a manufacturing business that creates - 
wealth and employs people. I use Brit- — 


ish Rail and travel the roads daily when | 


not visiting the Far East, the US or 


Europe. I have first-hand experience of 
our supposed "inefficient government 
bureaucracy" and confess to appreciat- 
ing “pubs” and to enjoying the wider 
consumer choice our increasingly cos- 
mopolitan society has inspired. Yes, our 
over-populated island in a fast-changing 


world is not without its problems, but - 
those of us who live here by choice and | - 


can compare, appreciate the qualities of. 


ES 


life in a largely egalitarian socıety. 41 

You will gather that I do not value 
the opinions expressed by your travel- 
ler, returned perhaps by now to rejoin 


the ranks of some privileged minority 
group. Lo. ME 
Cheshire, England J. E. H. Davies 
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Nigel Holloway on 25 September wrote 


| that Michael Khoo was "transferred. 


seven months later after the chief justice 
upheld an appeal against the acquittal." 
This statement is ambiguous and may 
mislead. The transfer was on 6 August 
1984, seven months after Khoo's deci- 
sion to acquit J. B. Jeyaretnam of three 
out of four charges on 14 January 1984. 
It was nine months later, after the trans- 
fer, that the chief justice gave judgment 
on 18 April 1985, reversing Khoo's two 
acquittals and sending for retrial the 
third acquittal. | 

These three key dates show up the 


inconsistencies of the story of public dis- 
. quiet told by Jeyaretnam. He said in evi- 


dence before the committee that he 
knew of the disquiet immediately after 
Khoo was transferred on 6 August 1984. 


|. But at that time the chief justice's deci- 
' sion, reversing the acquittals, was not 


known, and there was no reason for any 
disquiet in Jeyaretnam or anyone else. 
The 2nd District Judge Chandra 


Mohan gave evidence that neither he, 


nor any other judge in the Subordinate 
Courts, connected Khoo's transfer with 
his acquittal of Jeyaretnam. At that 
time no one knew of the chief justice's 
decision reversing the acquittals. He be- 
lieved it was due to Khoo's lack of 


leadership in his sentencing policies. | 
His reasons were first, at that time there © 


was a seminar on sentencing to show 
how crime rates had gone up; and sec- 
ondly, since Foenander replaced Khoo 
as senior District Judge, there were now 
regular conferences of Subordinate 
Court judges on sentencing policy. 

James Fu Chiao Sian 
Press Secretary to PM 


Singapore 
e The error occurred in editing when 
the word heard was replaced by upheld. 


Wrong roots 


I wish to draw attention to a foreign re- 
lations story Commerce in blinkers [7 
Aug.]. The article incorrectly states that 
"most of South Africa's Chinese resi- 
dents are the descendants of late 19th- 
century gold miners" . . . In fact, not a 
single Chinese in South Africa today is a 
descendant of the Chinese gold miners. 

The Chinese miners who came to 
work in the gold mines were indentured 
labourers who arrived at the New 
Comet Mine on 22 June 1904. Some 
54,000 Chinese came in from 1904-10, 
and the South African Government saw 
to it that when their contracts expired 
every last one was repatriated to ensure 
against the “yellow peril" infiltrating 
the White South African society. 

Today, there are only about 10,000 
Chinese in South Africa who went there 
via the Portuguese colony of Lourenco 
Marques, today known as Maputo. 

The Chinese in South Africa suffer 
all the indignities and harshness of 
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And much of America's shame is still 
intaught in its public schools. 

Even when we were allied with 
-hina against Japan, racism against the 
Chinese was present. Buruma asserts 


hat one reason why "Japanese at- | 


ocities provoked more hysteria in the 
JS than Nazi crimes [was]... that many 
Americans felt more sentimental about 


he Chinese than about the Jews." That 


s why, I suppose, that prior to and dur- 
ng World War II, America forbade the 
chinese from immigrating to America 
ind decreed that no Chinese — like no 
'apanese — could become a naturalised 
American citizen. Buruma explains that 
Americans recognised good Germans 
'xisted because there were more of 
hem; that good Germans, for example, 
ook refuge in the US. But “there was 
iardly one Japanese writer or artist who 
eft his country." Apparently Buruma is’ 
“ware that after 1924 America prohi- 

d any Japanese from immigrating to 
he US. | 
` There is much more I could fault 
ibout Buruma's review, but I will end 
vith astonishment at Buruma's belief 
hat racism ^has virtually lost its mean- 
ng." Racism is a dangerous factor to ig- 
iore. It was and. is a powerful motivat- 
ng force among human beings. Proba- 
ly no group of human beings can claim 
reedom from brutal racist behaviour. 
iven the relatively innocuous Dutch in 
he Netherlands can turn savage in 
south Africa where the Whites — 
'rimarily of Dutch descent — oppress 
Asians, Coloureds and Blacks on the 
asis of race. Human relationships 
round the world would be dramatically 
mproved if racism were eliminated. 

A first step would be the admission 
hat racism exists virtually everywhere 
nd in every time. Dower's book is a 
aluable and accurate contribution to- 
‘ds that first step. 

ı York 


Alex Seita 


! Jan Buruma replies: Seita appears to 
lave missed the point of my review. I did 
lot say that racism was absent from 
American behaviour in the Pacific War, 
lor that “racism was of little impor- 
ance.” I said that racism was not the 
rime motive in waging the war and that 
t is inadequate as an explanation for the 
rutality of wars — how does Seita ex- 
ain World War I? 

Secondly, there have been many 
earned and some not so learned expla- 
tations for the remarkable docility of the 
apanese intelligentsia under militarist 
ule. Seita's answer that it was all due to 
Imerican immigration restrictions is one 
f the most original additions to that 
reat 20th-century canard that every- 
hing is America's fault. 

Finally, I did not say that “racism has 
irtually lost meaning." I said the term 
tas lost meaning through too much 
loppy use. - 
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THE STOCK EXCHANGE OF HONG KONG LTD. 





(From Left to Right) 

Committee Members 

Ist row: 

Chong Lap Hong (Vice-Chairman) Joseph Ma (ViceChairman) charles Sin, MA. 

(CANTAB), (Vice-Chairman), Ronald Li, J.P, LLP. (Chairman) Kenmeth Wong (Vice- 

Chairman), Cham Siu Leun, O.B.E, J.P. (Vice-Chairman) 

9nd row: 

Sunny Ng, Wong Sing Kong (succeeded by Henry Wu in August 1986), Cho Shiu Chung, 

ore JP., Tarzan Hui, J.P., Hung Hin Shiu, Yip Lai Shing, Robert Yue, Zee Kwoh Kung. 
0 row 

Lee Woo Sing, Pak Kwong, Henry Woo, Philip Wong, MSc. JD. Keith Lam, Sydney 

Fung, Tsang Yim. 

Management Team: 

4th row: 

Donald Tsang (Head of Listing), Anita Leung, Ph.D. (Head of 

International & Corporate Affairs), Denis Bray, CMG. 

C.V.O. (Consultant), Jeffrey Sun (Chief Executive), 

KW. Chan (Head of Computer & Trading), CW 


T (Secretary & General Manager) 
fen CONG (Head of Research 8 a o بو‎ 
Membership). ۳ as e 0 


The Stock Exchange of Hong Kong held its Grand Opening 
Ceremony on 6 October, 1986. We would like to offer our heart- 
felt thanks and express our gratitude to the following: 

His Excellency, the Governor, Sir Edward Youde, G.CMG, 
MBE. for officiating at the Grand Opening Ceremony, 

State Councillor and the Director of Hong Kong and Macau Af- 
fairs Office, People's Republic of China, Mr Ji Pengfei, for his 
handwritten inscription for the Exchange's name plaque 

The Director of the Bank of China, Mr Wang De Yan, for taking 
part in the Grand Opening Ceremony, 
The participation of chairmen of overseas stock exchanges in the 
ceremony, 
The Stock Exchange, London for hosting a lunch reception in its 
premises for leaders in the political and financial fields in Britain 
and Hong Kong on the Grand Opening Day, 

British Telecom for arranging the satellite television linkupbe- 
tween Hong Kong and London to broadcast the Grand Opening 
celebrations, 

The Chief Secretary, Sir David Akers-Jones, for opening the fifth 
East Asian Stock Exchanges Conference, 
The Financial Secretary, Mr Piers Jacobs, for being the patron of 
the Exchange's “Get To Know Your Investment" competition for 
listed companies, 
The Commissioner for Securities and Commodities Trading, Mr 
Ray Astin, for being head judge for the Exchange's "Get To 
Know Your Investment" competition, 
The Urban Council and the Urban Services Department for ren- 
ting out the Hung Hom Hong Kong Coliseum to the Exchange to 
host a Chinese banquet for 3,000 quests, 
The Post Office for permitting to sell Souvenir Covers at 
the G.PO. and Tsim Sha Tsui Post Office to commemorate 
the Exchange's Grand Opening. All proceeds will be 
donated to the Community Chest of Hong Kong, 
District Land's Office and Hong Kong Land Co Ltd for approval 
to put up decorations in Central for the celebrations, 
The Hong Kong Land Co Ltd for sponsoring the "Hong Kong In 
Focus Exhibition" organised by the Financial Times and held on 
the Rotunda of the Exchange Square and for the reception, 
Hong Kong & Kowloon Wharf & Godown Co Ltd for sponsoring 
"The Stock Exchange of Hong Kong Photographic Exhibition" at 
Harbour City, Heads of Government departments, overseas 
quests, local dignitaries, leaders in the financial community and 
the media and everyone else for their support and advice over 
the years. 
We, the Chairman of The Stock Exchange of Hong Kong, Dr 
Ronald Li, Committee Members and staff of the Exchange, take 
this opportunity to record our gratitude to all. 








The Stock Exchange of Mong. Kong s Greatly 
honoured by the presence of such a dsunguished 


gathering on the occasion of cur ( Gti Openings Hs 
Excellency the Governor, Sr Edward Youde. GOWG 
MBE 

Led by Si Nicholas Goodison, Charman of the 
Federation: Internationale Des Bourses De Valeurs, our 


overseas quests come from more than 30 Sock ex 
Changes from round the wond. The itap in communica 
tons technology which enables our members and 
thes, to trade round the globe has aiso made it possi 
bie to organise this gathering. Today's communications 
technology will also be symbolised by the television 
satelite ink provided by British Telecom between the 
celebratory banquet in Hong Kong and a recepton in 
the London Stock Exchange 

Our own Hong Kong quests come from every 
branch of the financial community here. The variety 
represented illustrates the growth of these services 
which underpin the economy of Hong Kong and its 
many tracing partners round ME word 

The Exchange 5 parnculety honoured by the 
presentation of à name board mscribed by Mr. Ji Peng: 
Fei, State Counselior and Director of the Hong and 
Macau Affairs Office of the People’s Republic of China 
TNS generous gesture by such a Gistingushed leader n 
Qna 5 yet another demonstration of the goodwill ex 
tended to the institutions which be at the heart of the 
prosperity and stability of Hong Kong 

The Grand Opening marks a significant achievement 
in the development of the securibes industry of Hong 
Kong There is barely time to reflect on this before 
thrusting ahead for further development The moment 
of the formal opening was also the moment of the start 
of trading on the floor on yet another day of business 
In the midst of our celebrabons we have not lost sight 
of the central purpose of our service — to act as að 
ondge between the creators of wealth in the ecomomy 
and the investment required to give them strength, Not 
an instant of stagnation in the market 5 allowed for 
celebration 

So we look to the future with confidence We live 
۷۱ times of far and speedy changes. Hong 
Kong has thrived Oy 
Changes in the past. We in The Stock of Hong 
Kong have every confidence that we shal aie to 
explo every new opportunity offered by the exraor 
diary growth of technology and ingenuity in the 
secures industry which we serve 
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lorry factory 





Malaysia: Silenced voices 
Comment: The race to grief 
Defeated but unbowed 
Philippines: Military prize-catcn 
Taiwan: Braving the KMT ban 
Foreign relations: China looks East 
Thailand: The beleaguered chief 
Cover story: Anatomy of a reform 
Interview/Y ang Xizong: Calling for 
a Clear stand 
Profitable plant fights petty party 


/ 


Providing coverage 
The ‘takeover’ battle for a Zhengzhou 


Papua New Guinea: Leaving and 


returning 


ARTS & SOCIETY 
Controversy: The strange context of being 


South Korea: Korean game-playing 

Hongkong: A slow boat to nowhere —— —— — 

India: Moscow's Asian gambit 

Australia: Schools of controversy 
Degrees of profit 

China: Pragmatic powwow 





Japanese 


Politics: Radical chic in London is a 
Pakistani pastime 


BUSINESS AFFAIRS 


Policies: From the bottom up in Tokyo 
Singh's new order in New Delhi 
Economies: The best-laid plans in 











REGULAR FEATURES 
Letters 





Bangkok 


Industry: Invasion of the clones in 


Seoul 


Not happy, Mr Chips in San Francisco —— 
Finance: No Indian Galahad 
Shipping: Choppy seas of debt in 
Hongkong 
Energy: Now for the final cost in Jakarta 
Investment: Trust in New Zealand 
Banking: The stock answer in Malaysia 
Companies: Check, checkmate in 
Kuala Lumpur? 





Briefing 
Intelligence 
The Week 


a ME 


Traveller's Tales 
Books 
The 5th Column 


Economic Monitor: Bangladesh 


Shroff 

Company Results 
Exchange Rates 
Stockmarkets 
Prices and Trends 


Backpage Letter: Bacolod City 


hina's urban industrial reforms depend to a large extent 
on the success of the policy of giving factory managers 
direct responsibility for increased production, free from in- 





kb || terference by party functionaries who have no expertise in 


management. Peking correspondent Robert Delfs puts two 
such managers and their problems under the microscope 
and shows how, despite policy decisions in Peking, there 
are still plenty of obstructions along the way, and also ex- 


LETTING IN plains the vital role the Chinese press is beginning to play in 


SOME LIGHT 1 


=) support of the reformers. Pages 28-32. 


Cover photograph of Zhengzhou vehicle factory forge by Robert Delfs. 








Pages 58-60 

Prime Minister Nakasone starts on a 
revamp of Japan's tax system. But 
political and diplomatic considera- 
tions may dictate the final shape of 
the package. Meanwhile, in India, a 
streamlined tax system is in the 
works. 


Page 67 

Thailand sets its sights on entering 
the ranks of the NICs within five years 
— but in a singularly Thai way. 


Page 68 

Personal computers made in South 
Korea meet with growing success in 
the US market. 


Page 70 


US electronics assemblers say 
the recent semiconductor accord 
with Japan will mean increased 
prices. 


Page 82 

The debt-rescheduling plan for ailing 
Hongkong shipping company Wah 
Kwong and the company's survival 
still hang in the balance. 


Page 84 

Indonesia concedes price reduc- 
tions on sales of LNG to Japan, but 
the final price has yet to be deter- 
mined. 


Page 85 
New Zealand invites overseas par- 
ticipants into its booming share- 


market through a new investment 
fund. 


Page 86 

Malaysian politicians move to sell 
major shareholdings in two banks 
following a new government direc- 
tive. 


Page 87 
Malaysian-based Promet fights a 
rearguard action against its bank 
creditors. 


Page 16 

Malaysia bans sales of The Asían Wall 

Street Journal for three months and 

expels two correspondents after a 
»vernment campaign criticising the 

avreign press. 


Page 18 

The arrest by the military of leading 
Philippine communist Rodolfo Salas 
casts a long shadow over President 
Aquino’s efforts to negotiate a cease- 
fire with the NPA leading to a peace 
settlement. 
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Page 0 
The Polish leader Gen. Jaruzelski's 
Visit to Peking could herald the nor- 

alisation of relations between the 
.Jmmunist parties of the two coun- 
tries. 


Page 27 

Thailand's Democrat Party leader 
comes under pressure from rank- 
and-file members but blames the 
prime minister for inadequate rep- 
resentation of his party in the cabinet. 


Page 43 

People are still risking their lives to es- 
cape Vietnam by boat, despite the 
fact that their only future may be vir- 
tual imprisonment in Hongkong — 
with repatriation the offered alterna- 
tive. 


Pages 45-46 

The quality of high-school education 
becomes a matter of bitter debate in 
Australia, and a business group plans 
to start a private university to attract 
students from Asia. 








ction in selling 55 
million shares in International 
City Holdings, a CKH asso- 
ciate® prior to the announce- 
ment of an unfavourable cor- 
porate development. The 
seven have applied for the judi- 
cial review to quash the tribu- 
nal's determinations and to de- 
clare them null and void and of 


no effect whatsoever. | 
Counsel for Li said the tri- 
bunal report has reached 


wrong, inconsistent and con- 
tradictory conclusions and that 
Li. who, it was claimed, had 
never been given an opportu- 
nity to refute the insider trad- 
ing allegations, felt a burning 
sense of grievance over the al- 
legations. — Emily Lau 


Wustock head jailed 

for theft in Hongkong ~~ 
Hongkong stockbroker and 
former chairman of Hongkong 
Commodity ‘Exchange Peter 
Scales was sentenced to 18 
months in jail on 25 September 
after pleading guilty to one 
charge of theft of a client's 
shares in October 1982. Eight 
other charges were withdrawn 
after Scales reversed his origi- 
nal plea of not guilty to the 
charge, which said that Scales' 
company, Wustock Brokers, 
had sold HK$5.2 million 
(US$670,000) of a clients 
shares without permission in 
order to reduce Scales’ own 
bank borrowings. In sentenc- 
ing Scales, the judge said that 
he would have suspended at 
least a part of the term if it 
were legally possible. 

— Paul Handley 


India's producers to 

boost capacity for expor 
Indian industrialists, long fet- 
tered by licensing limitations 
on plant capacity, may now 
plan for as much production as 
they please and make items 
previously reserved for small 
businesses — as long as all the 
new output is exported. The 
government has waived restric- 
tions against the installation of 
additional equipment and en- 
croachment on product lines 
reserved for small-scale indus- 
tries. 

The restrictions have since 
1981 been diminishing produc- 
ers’ ability to export produc- 
tion in excess of licensed capa- 
city. The worsening trade bal- 
ance, projected at nearly Rs 
100 billion (US$7.8 billion) for 
the current fiscal year (ending 
March), impelled the Industry 
Ministry to waive these stipula- 
tions. — Lincoln Kaye 


"i 


Starpeace 


BUSINESS —- 


Malaysia announces new 
investment rules 
Malaysia has further relaxed 
the New Economic Policy 
(NEP) with regard to foreign 
investment. Speaking to US in- 
dustrialists in New York on 30 
September, Prime Minister 
Datuk Seri Mahathir Moha- 
mad said that foreigners can 
now hold 100% of the equity of 
Malaysian companies if they 


export more than 50% of pro-. 


duction, sell 5075 or more of 
production to Malaysian com- 
panies in free-trade zones or 
licensed manufacturing ware- 
houses, or employ at least 350 

full-time Malaysian workers. 
The new rules apply only to 
investments made between 
| October 1986 and December 
1990. Where the foreign-equity 
stake is below 100%, Mahathir 
said, the balance should be 
held by Malaysians in ac- 
cordance with NEP  guide- 
lines — though “such rules 
will be applied without undue 
rigidity.” Malaysia will also 
relax rules regarding work 
permits for expatriates. 
— Nick Seaward 


Singapore state workers’ 
wages may be frozen 
Singapore’s First Deputy 
Prime Minister Goh Chok 
Tong said that 142,000 public- 
sector employees (12% of the 
workforce) may have to forgo 
wage rises next year to boost 
competitiveness. However, if 
the economy were to grow 
at a “good” pace of 5% in 1987, 
public employees’ 13th-month 
pay packet might instead 
be increased. He also sug- 
gested that the government 
would further ease employ- 
ment rules to enable foreign 
firms to attract skilled people 
to Singapore, as a way of luring 
more foreign investment. 

— Nigel Holloway 


Hongkong insider trading 
ruling under review 
A judicial review into the find- 
ings of a Hongkong Govern- 
ment insider-dealing tribunal 
regarding business tycoon and 
chairman of Cheung Kong 
Holdings (CKH) Li Ka-shing, 
four CKH directors, CKH it- 
self and its subsidiary Star- 
peace began in the High Court 
on 29 September. In April, the 
tribunal found all seven culpa- 
ble of insider trading to a vary- 
ing degree in 1984 because of 
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e Dich the ruling Demo- 

cratic Justice Party (DJP) on 
constitutional. changes that 
would alter the way in which 
the country's next president is 
selected. 

The NKDP's titular leader 
Lee Min Woo, and the “two 
Kims" — Kim Dae Jung and 
Kim Young Sam, who control 
the party's dominant factions 
— announced a boycott of dis- 
cussions by a special committee 
of the assembly until Chun 
agrees to meet with them on 
the issue. “We strongly de- 
mand talks between the real 
power holders," the statement 
said. It also reiterated the 
NKDP's position that Chun's 
successor should be elected di- 
rectly, rather than by the as- 
sembly as the DJP is now 
suggesting. — Paul Ensor 


Peking announces 
goodwill visits 

Chinese head of state Li Xian- 
nian will make an official good- 
will visit to North Korea in 
early October at the invitation 
of President Kim Il Sung, the 
Chinese Foreign Ministry an- 
nounced. The reasons for the 





trip remain unclear, but it is 
possible that Li is making the 
visit in an effort to soothe 
Pyongyang which is apparently 
unhappy about China's partici- 
pation in the Asian Games in 
Seoul. 

Vice-Premier Tian Jiyun is 
also to visit Singapore, Malay- 
sia, the Philippines and Thai- 
land on a goodwill tour from 
11-28 October. — Robert Delfs 
















CORRECTION 


In Diplomatic games |INTELLI- 
GENCE, 2 Oct. |, the correspon- 
dent of the official Vietnam 
News Agency (VNA) who vis- 
ited South Korea to cover the 
Asian Games was a former 
head of the agency's United - 
Nations office, not of the Wash- 

ington office.: VNA does not - 
have an office in Washington. 





agree from which budget allo- | 


































A Aid to Philippines 
| rejected by senate 
| The US Senate on 29 Sep- 
. tember voted against increas- 
ing US aid to the Philippines by 
.US$200 million, the amount 
agreed to by the House of Rep- 
resentatives during President 
Corazon Aquino's recent ۰ 
Although many senators 
J were sympathetic to the idea of 
additional aid, they could not 


cation to secure the extra 
amount. In the end a majority 
of 51-43 voted against the in- 
crease. — Nayan Chanda 


.| Indiato buy US 
| aircraft engine 
India has decided to buy the 
F404 engine, made by General 
Electric of the US, to power 
the prototype of its light com- 
- bat aircraft, being designed in 
Bangalore and expected to be 
flying by 1991. A letter of in- 
.| tent has been issued by the 
. | manufacturers and the sale was 
. cleared by the administration 
in the US some time ago. 
It will be the first major 
military deal between India 
| and the US, and signals a more 
` | open policy by Washington on 
. military supplies for the gov- 
` | ernment of Prime Minister 
Rajiv Gandhi. The F404 pow- 
.| ers the F18 Hornet and F20 
| Tigershark combat aircraft in 
| the US, as well as others either 
| in operation or being de- 
veloped in Sweden and France. 
— Mohan Ram 


Thai minister faces 
no-ccnfidence motion 
The 1:۵1 Parliament is sche- 
duled to consider a no-confi- 
dence motion tabled against 
Commerce Minister Surat 
Osathanukroh on 8 October. 
Among other things, opposi- 
tion MPs have accused the 
| minister of damaging friendly 
= | Thai-Burmese relations by giv- 
. | ing permission for the import 
.| of a large consignment of logs 
believed to have been felled by 
Karen rebels waging a guerilla 
| war against Rangoon. 
kr. — Paisal Sricharatchanya 


. |. Opposition boycotts 
= | constitution talks 
| In a joint statement, the lead- 
. | ers of South Korea's main op- 
= | position New Korea Democra- 
` | gic Party (NKDP) have an- 
| nounced a boycott of discus- 
sions within the national as- 
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conomy designed in from the beginning. Removing an engine on most 
Jet fighters takes at least three hours. The F/A- 18 was designed 
differently, so. it takes only 21 minutes. And that saves 
the Navy and Marines millions of maintenance dollars each year. 


NORTHROP 


Making advanced technology work 


Northrop Corporation principal subcontractor, McDonnell Douglas prime contractor for the F/A— 18A. 


AD o os 
~~ Senior Vice President, 
International Departmen 
with Pierre Poyet, | 
First Vice President, 
Commodity and Trade 
_. Finance Department. 





Swiss Bank Corporation and export financing. 


If you’re not interested in foreign markets, 


And while you’re turning, somebody 
out there is making plans to grab the 
customers your company needs. 
Maybe it’s already happening. A lot 

of companies make the news by learning 
about the international marketplace 
the hard way. 

Are we trying to tell you there’s an easy 
way? Not really. Except that the easiest 
way is probably to work the hardest. 
But if you are taking foreign sales 
seriously, the transaction skills we’ve 
developed over the years could make 
life easier for you. 

Remember, these are the markets 

we grew up in. And our business keeps 
growing. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 





just turn the page. 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
Worth America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sáo Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 
Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 


Lintas : SBV 2086 




















control over existing KPNLF units 
and a Thai decision to bar him from 
visiting the Thai-Cambodian border 
has left him without an effective 
means of contact with them. 


NAVAL QUESTIONS 


While bilatergl trade prospects will be 
| the main topic during Indian Prime — | 
| Minister Rajiv Gandhi's two-day visit | 
to Australia from 14 October, he can l abo 
=| expect to be quizzed about the goals | gral 
| of India's recently announced naval ۰ 
build-up. Plans for a "blue water" 
| Indian Navy based on three aircraft 
carriers have created more 
T. : | puzzlement than alarm in Canberra, 
The E High C ommis ih : | but are beginning to be cited in 
expressed strong reservations tothe. | Australian strategic assessments as à 
Singapore Foreign Min about. | possibly important change in the aes 
` zal press cove to: 0 the news | up of regional powers. 
publici dis 
pe tionals entering the SIKH WORRIES 
“he commission objected to 
the treatment and timing of the news, 
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which was splashed on the front page seeking the much because of other major 
of The Straits Times on 24 September, cooperation of | | disincentives such as the high co 
in the middle of a conference in the local Sikh — | credit, local. monopolies on Rey av 


community to 
ensure there will 
be no violent 
demonstrations | 
against Indian - 


materials. and; à welter of. 
bureaucr acy. 


| FUJIOKA'S FORMULA 


| Sources say that Asian Developmen 


Singapore of the American Society of 
Travel Agents. There are 688 illegal 

dian immigrants currently in 
apore jails, 15% of the entire 









prison population, according to local 








reports. Prime Minister y | Bank (ADB) president Masao . _ 
۱ Rajiv Gandhi | Fujioka, recently re-elected for 
PLEA REJECTED sine his visit to Bangkok on 19 another four year term, has decide 


Senior Asean officials haveturned | October. New Delhi fears there may 
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“a | ona major reorganisation. Fujio 
down a plea by Son Sann, leader of - - be resentment among some of the 
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intends to divide the ADB into 
divisions dealing with "Asia: W 
and "Asia: East" along the line o 
World Bank's country  departme 
' This will mean, initially, dividin 
| bank’ S seksing, Country Departm 






he Khmer People's National estimated 25,000 Sikhs in Thailand 
Liberation Front (KPNLF), to. against armed raids in India on the 
provide him with money and weapons | Golden Temple in Amritsar — the 
to create new units of guerilla Sikhs’ holiest shrine. As a result 

f igh ters. Sanni 15 believed ik have Thai authorities want to take no 
chances. | 

































Sept.). Sikh extremists shot dead three Hin- 


BANGLADESH | 
۱ dusi m Punjab (29-Sept.). 


bomb exploded at a Banglade sh oppo- 
political rally seriously wounding at 


TR The US: Senate red. 
million aid package. for the I 


least 10 people, police said (27 Sept. ). JAPAN ۱ ۱ ۱ Sept » 
Prime Minister Yasuhiro Nakasone’s 
CHINA apology for/remarks taken asa slur against SOUTH KOREA 


. Polish leader Gen. Wojciéch Jaruzetski minority Americans was welcomed in Wash- i 






atrived on an official visit (28 Sept.) A ington (26 SEDE a: wi 
Chinese who was detained in July after a 10ng their pupils < low t 
avelling with New York Times correspon- MALAYSIA. (2 ) Classes were > suspen ed: ۱5 o 


The government ordered two correspon: 
dents of The Asian Wall Street Journal to 
leave the country and banned sales of the 
new spaper for three months ~ wks | NI 


PHILIPPINES - | 
l Former armed forces chief Gen. Fabian 
VEI would. not E وه‎ agan in connec- 


nt John Burns through restricted areas was 
released, Chinese sources said (29 Sept. ^ 


Police arrested 350 survivors of the Unión 
Carbide gas disaster who demonstrated out- 
side the home of the Madhya Pradeshrchief 
minister to demand financial relief: Police 
“have broken a spy ring in Amritsar which 
regularly fed Pakistani intelligence with in- sre 

rmation about India's military deployment "mischisf* i j among the و را‎ a ی ی‎ 
western border, it was eee TR È said. Rodalo Balas: leader of New e 


: mpus against the governm 
کک‎ school authorities st i 
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An AO group announced the f 
mation of a new political party, die Der 
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Minister Daim Zainuddin — in several 
financial transactions. The latest of 
these articles, which appeared on the 
morning of the suspension, pointed out 
that Daim stands to profit from the sale 
of his majority stake in United Malayan 
Banking Corp. to the state agency 
Pernas (page 86). 

No specific rebuttal of any of the arti- 
cles has been made. The prime minister 
condemned one of the articles as “lies 
by omission, lies by commission,” but 
would not elaborate. Daim himself de- 
scribed one of Pura's exposes as “trash” 
in an interview with the Indonesi 
weekly news magazine Tempo but si 
he would not sue because the Journal 
"was trying to lay a trap for me to fall 
into by means of dirty untruths." 

[n reaction to the suspension and the 
expulsion orders, the Journal’s editor 
and publisher, Fred Zimmerman, de- 
scribed the action as “unfair, unjustified 
and unwise," while a leading article 
published on 29 September in both the 
Hongkong newspaper and its parent 
publication, the New York- based Wall 
Street Journal, condemned what it 
termed “the moral rot" in Malaysia. 

Berthelsen, meanwhile, refused to 
take the expulsion order as a compli- 
ment to his reporting ability. “When 
you run as close to the line as you can 
and do the best reporting you can — and 
then get deported," he told the 
REVIEW, “I treat it as a failure." 1 





THE RACE TO GRIEF 


hypocritical explanations of its econo- 
mic success. The part in many other eco- 


nomic success stories played by various. 
waves of immigrants pales, in some Ja- 


panese minds, before the problems of | 
indiscipline and the lack of social cohe- 
siveness which they can create. In ex- 
pressing, for fellow Japanese ears only, 


the benefits of ethnic purity, Nakasone 


by extension was implving sympathy for 
multiracial societies. One wonders how 
such attitudes would change — explo- - 
sively? — should major markets 
exclude Japan's manufactured goods as - 
zealously as Japan has excluded other 
people? Or what if Japan's partners 
were only as generous to its pleas for 
"understanding" as Japan has been 
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Three-month publishing ban and correspond 


Silenced voices : 


fair reporting." Junid also commented: 
"We have treated them Well, still there 
is no praise," adding, "sometimes we 
have to act tough." 

The move against the Journal came 
after an escalating campaign by the gov- 
ernment against the foreign press 
operating in Malaysia — a campaign 
which has been identified closely with 
Prime Minister Datuk Seri Mahathir 
Mohamad. Taking up a theme first 
aired anonymously in the Malaysian 
New Straits Times on 21 May, Mahathir 
has accused foreign publications of 
being under the control of *Zionist 
forces" (REVIEW, 4 Sept.), which he 
said are trying to destabilise Malaysia 
because of his government's support for 
the Palestine Liberation Organisation. 

Although the government has re- 
peatedly refused to identify those publi- 
cations it suspects of being Zionist tools, 
Mahathir has, on at least one occasion, 
singled out Berthelsen as being biased 
against Malaysia. Neither of the Ameri- 
cans is Jewish: Berthelsen, who has 
been based in Malaysia since March 
1984, is of Danish extraction, while 
Pura, who has worked here since Oc- 


tober 1981, is descended from Italian | 


Swiss immigrants. 

The ban follows a string of closely re- 
searched articles they had written for 
the Journal over the past 12 months re- 
vealing the role of the government and 
senior officials — in particular, Finance 





COMMENT 


THIS issue of the REVIEW features a 
commentary by Alan Booth [ARTS & 
SOCIETY, page 53] on the remarks 


made by Prime Minister Yasuhiro 
Nakasone about Blacks, Puerto Ricans 
and Mexicans. Booth mentions some of 


the basic untruths and hypocrisies which 
feed the feeling of “otherness” so care- 
fully nurtured by the Japanese right- 


. wing, including the arguments that the 
. Japanese were shaped by their years of 
isolation, that they have a marvellous 


fellow-feeling for oppressed minorities 


and that no one else can ever really 


understand them. "s | 
_ Thus Japan's rigorous defence of its 


. ethnic homogeneity becomes a major 
element in equally untruthful and | 
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By Nick Seaward in Kuala Lumpur 

he Hongkong-based daily news- 

paper, The Asian Wall Street Jour- 
nal, has had its Malaysian publishing 
permit suspended for a period of three 
months with immediate effect from 26 
September. In a related Rove, the work 
permits of the newspaper’s two mem- 
bers of staff based in Kuala Lumpur, 
Malaysia correspondent John Berth- 
elsen and Southeast Asia economics 
correspondent Raphael ‘Rocky’ Pura, 
have been rescinded and the two or- 
dered to leave the country. Both are 
American citizens. 

The government has given no speci- 
fic reason for the suspension and the ex- 
pulsions. A Home Affairs Ministry 
Statement issued on 26 September 
claimed that it had always adopted a lib- 


| eral attitude towards newspapers in the 


country. “However, this attitude must 
be reciprocated by the papers with a 
sense of responsibility and accountabil- 
ity," the statement continued. 

Deputy Home Affairs Minister 
Datuk Megat Junid, told reporters on 
30 September, that the Journal had 
created "feelings of uncertainty among 
the people." He added: “In a way this is 
a sabotage of the economic develop- 


. ment of this country.” 


He said of the Journal, *We gave 
them a publishing permit but why 
haven't they said anything good about 
us . . . We do not need them to praise 
our country. What we want to have is 
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language Tubes, was bitterly bl: med | 


National Front, dominated by Pas’ poli- | 
tical rival, the United Malays National |. 
Organisation (Umno). Several repor- - 
ters who were caught with cameras or 
tape recorders were escorted out and | 
delegates did not dare be seen talkingto - 
reporters outside the fence. { 
Trengganu villagers are by nature 3 
wary of strangers, but in the post-elec- |. 
tion mood, bitterness was decidedly | 
heightened. In Rusila, the suspicion was - 
almost tangibJe. This is Hadi country — 1 
where religious teacher Abdul Hadi | 
Awang commands unquestioning s x» 
port from hardline fundamentalists. and | 
where tapes of his speeches are quickly 1 
sold out. | 
*We don't blame the leaders," said a 
long-time Pas member from Kedah. 
Party elections next year are expected | 
to see the same leaders in power, unless | 
someone voluntarily resigns. Specula- | 2 
tion was rife that Yusuf himself, now 64, 
might retire in favour of more energetic . | 
younger leaders. B 
With party sentiments running |. 
high, 19 November was declared | 
martyr's day in honour of the 14 Pas | 
members who had died in the “Memali 
incident" — named after the Kedah vil- 
lage which was the scene of a battle be- 
tween police and followers of the late | — 
Pas teacher Ibrahim ‘Libya’ Mahmood 
last year. af 
While party leaders will no doubt be 3 
taking stock of delegates’ comments, | 
Pas has shown no sign of deflecting from | 
its present course. How it actually plans | - 
to resuscitate its pre-election credibility | 
and image seems to demand some re- | 
thinking — especially since there seem | 
to be several different shades of Islamic — 
zeal within the single party. | 


| 
| 
1 
| 


| 
| 
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ar jin 


| for acting as propaganda vehicles forthe | | 


multiracial 


over the Chinese votes had backfired, 
for the Malays were not as yet prepared 
to accept a multiracial stand by Pas, 
while the Chinese continued to vote 
along racialelines, admitted several 
members. The youth wing resolved to 
review the pact — after a keen debate 
which ended in a narrow 51-49% 
vote. The original suggestion to totally 
disband the loose association was 
quashed. 

Defending the pact, one of. the 
party's chief policymakers, Nahkhaie 
Ahmad, argued that reaction against it 
was based on emotion, not research. 
Whittling away the racial tag from Islam 
in Malaysia was a long-term goal and 
the results of one election should not 
deter them, he is reported to have said. 
Interestingly, the Chinese Consultative 
Committee, Pas’ liaison with the 
Chinese, drew scant opposition as it was 
not considered a political threat to the 
party proper. 


B: party lawyers came in for their 
share of criticism as delegates asked 
what they, as the party intelligentsia, 
had done to protect the party when elec- 
tion votes were counted and alleged dis- 
crepancies were discovered. 

Despite such allegations, however, 
especially regarding the opening of 
postal votes without the presence of 
party representatives, Pas is reluctant to 
contest the results in court. Several del- 
egates, without substantiation, ques- 
tioned the independence of the 
judiciary. Pas youth urged party leaders 
to study critically the role and inde- 


road ی‎ prosperous stability by | 
` virtue of being a tolerant, 


state. When steps were taken against 5 d 
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the foreign press, as when the ۹ 
distribution was delayed or its corres- 
pondent charged under the Official Sec- 


rets Act last year, Malaysia a نی‎ in 
danger of forfeiting that to 
` which works internally as well as exter- | 


erance — 


nally — so essential to its national well- 


being. With the latest action against the 
Asian Wall Street Journal, another long. 


step has been taken in that direction. — 


_ There is much to commend in the - 
` “Look East" policies of Malaysia’s gov- 
ernment, but not in following those Ja- 
panese who believe in the centrality of 
race and the inability of other or to 


understand. Down that roa for 


Japan, for Malaysia, for Israel, or for- 
any other nation in this Lo sg eiae 
s wond -omiy grief can follow. Y 


remain convinced of the central fact of - 
race and of the impossibility of being - 


e nation of Malaysia. 
o od al 
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Pas is more aggressive than before the disastrous election 


By Suhaini Aznam in Trengganu 


efeat has made the Opposition Parti 

Islam (Pas) more aggressive — if 
not militant — less flexible in its pro- 
gramme and more secretive of its plans. 
Following its dismal performance in the 
August election, having won only one 
parliamentary and 15 state seats, Pas 
leaders took some heat from disap- 
pointed delegates at the party's 32nd as- 
sembly on 26-28 September. 

Gathering within the heavily 
guarded compound of the Rusila village 
mosque, 20 km south of Kuala 
Trengganu — a double-storey brick 
structure which had been completely 
fenced in for the occasion — Pas del- 
egates and observers numbering up to 
10,000 on the first day listened to party 

esident Yusuf Rawa decry racism in 
. lam, in a continuation of last year's 
theme. “The survival of Malays cannot 
be defended by political domination 
alone," he declared. For the past year, 
Pas has been trying to promote a more 
universal Islamic appeal. 

Reports coming from the closed 
meetings said a few delegates attacked 
the party's “ceramah syndrome" — a re- 
ference to leaders’ preoccupation with 
their circuit of politico-religious lec- 
tures, at the expense of an effective 
election strategy and detailed ground 
planning. Almost all blamed the ruling 
National Front’s lavish spending for 
Pas’ loss. 

The abortive opposition pact — 
euphemistically called a "political 
understanding" — came under particu- 
larly heavy fire from both the youth and 
women's wings. The attempt to win 


wards refugees or as an. aid donor. | 


_ During the decades of growth, Japan 


was cossetted, even spoiled. Bogged 
down in its war against communism in - 
East Asia (and elsewhere), Washington. | 


was unwilling even to protect its own in- 
: creasingly uncompetitive industries in 
its own markets. It was unwilling that 
access to the West should be closed off 
to Japan, the Iynch-pin of “democracy” 
in the region. Today such generosity, 
together with Washington’s willingness 
to open its doors to waves of poor, op- 
: pressed peoples, are regarded as weak- 
‘nesses in a world where many Japanese 
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da apan's relations with the US, with 
Europe and with its Asian neighbours. 
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| ceasefire — a date that has ar- 
rived. Because of their decision to 
boycott the February election, Aquino 
owes no political debt to the com- 
munists. 2 
For these reasons the communists 
have found themselves increasingly on 
the defensive in the national political 
arena during most of the eight months 
since Aquino came to power. Defen- 
sively, they yielded initially to pressure, 
publicly and privately exerted, to come 
to formal talks with Aquino panelists. 
The respective negotiating panels 
have convened only twice since the talks 
began on 5 August. Until now, they 
have mainly traded proposals and 
counter-proposals on procedural mat- 
ters — safe-conduct passes, protocol or 
the opening of an NDF Manila office. 
These got nowhere. The NDF insisted 
that a ceasefire must include agreement 
about the conduct of paramilitary 
groups around the country and mvst 
also determine the extent to which ۱ 
AFP and the NPA would enjoy free 
movement. 
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he government was unable to give 

these assurances, yet despite this the 
NDF made a tactical decision to yield 
yet again, this time to Aquino's insis- 
tence on a formal ceasefire. Before her 
trip to the US it had called a ceasefire 
alone, without other measures, which 
was "dangerous because it could be so 
easily violated." On 27 August the NDF 
itself. A statement said it 
would “propose next week . . . a tem- 
porary nationwide ceasefire agreement 
of 30 days or longer with specific 
safeguards and complete mechanism for 
its implementation.” 

Two days later, one of the govern- 
ment’s panelists, Agriculture Minister 
Ramon Mitra, said “most” of the propo- 
sal was acceptable. He added that an 
agreement would emerge “when we 
meet again before the end of the week; 
Mitra and other government panelists 
(former senator Jose Diokno and Audit 
Commissioner Teofisto Guingona) pro- 
vided hints of government-favoured 
"mechanisms." 

These include monitoring commit- 
tees at the provincial level with a wide 
membership composition — NDF, gov- 
ernment, church and private-sector rep- 
resentatives. A national-level commit- 
tee would mirror these arrangements. 
Beginning 29 September the NDF was 
to work out its own proposed 
mechanisms. 

Before the Salas arrest. the NDF's 
expectations of a ceasefire were out- 
lined to the REVIEW in an interview with 
a senior NDF official on 26 August. The 
official, who insisted on anonymity, is 
one of about a dozen fulltime members 
of the NDF's executive committee and 
has been close to the current ceasefire 
talks. He admitted that the communists 
were “in a fix” with Aquino — whom 
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for these non-communist rebellions had 
made the communists appear, in com- 
parison, a truculent polit$cal force un- 
willing to contribute to the president's 
sincere wish for peace. 

Aquino's high standing plus signs of 
a hardening attitude had increased pres- 
sure on NDF negotiators by the last 
week of September. In the lead-up to 
Aquino's US trip. her views became in- 
creasingly clear. She came back from 
visits to Indonesia and Singapore in Au- 
gust sobered by advice from hosts who 
warned, speaking from experience, 
about the danger of coddling com- 


Aquino: embarrassed. 


munist revolutionaries. Then, the 
bloody ambush on 27 August in Davao 
del Norte, in Mindanao, of a unit of elite 
scout ranger troops shocked her, de- 
spite conflicting accounts of the affair by 
the local governor and by the AFP in 
Manila. 

These experiences reinforce her 
guarded attitude to the revolutionary 
Left, despite rhetoric when campaign- 
ing for president about NPA fighters 
being “brothers in the hills” helping to 
“bring down the dictatorship [of former 
president Ferdinand] Marcos.” The 
NDF also knows Aquino came to power 
with a three-way categorisation of com- 
munists: those who are easily won back 
to the fold with the re-emergence of 
democratic government; those who can 
be won back with genuine reforms, and, 
finally, hard-core CPP members who 
will never be won back. 

In leaving the door open for the first 
two types, she consistently speaks of an 
effort to “give peace a chance,” if only 
to achieve later “moral authority” 
should fighting resume after the failure 
of a genuine effort at reconciliation. She 
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. The arrest of communist leader could scuttle peace talks 
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Military prize-ca 


By James Clad in Manila 


2 arrest by Philippine military 
plainsclothesmen of Rodolfo Salas, 
a top Communist Party of the Philip- 


| pines (CPP) official, on 29 September 
| has cast a long shadow over chances of 


concluding an early, nationwide cease- 


| fire agreement with the qpmmunist re- 
.| bels. That may have been exactly the in- 
. tention: by the close of the previous 


week it had become clear that the Na- 


. tional Democratic Front (NDF), the 
. communist-dominated popular front 


organisation, had decided to offer a “30 


| days or more” ceasefire package that in 
| most particulars yielded to President 


Corazon Aquino's demand for a formal 


The Armed Forces of the Philippines 


* ; (AFP) has long sought Salas, claimed to 


be the chairman of the CPP’s military 


| commission and thus overall command- 


er of the New People’s Army (NPA). 


. Salas was once CPP chairman as well; 


whether he still is remains unclear, but 
he is believed to still sit on the CPP cen- 
tral committee. The arrest of this long- 
wanted rebel, together with his wife and 


. bodyguard, apparently has the support 


of the military establishment. 

Following announcement of the ar- 
rest by lawyers acting for the NDF on 30 
September, an AFP spokesman 
acknowledged the arrest and congratu- 
lated the "military intelligence unit" 
that carried it out. The NDF lawyers, 
Arno Sanidad and Romeo Capulong, 
also accused the military of trying “to 
scuttle the talks." Late on the evening of 
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| 30 September, Defence Minister Juan 


Ponce Enrile answered by saying: “If 
they [the NDF] are going to ask for 


= | Salas’ release, I must say in all candour 
. that we will have an objection . . . what 


this will do to the peace talks I do not 


know, but we had to do our duty." Simi- 
lar supportive remarks were reportedly 


` | made by AFP chief of staff Gen. Fidel 


Ramos. 
The timing of Salas' arrest — the 
most important seizure of a leading 


| communist since the capture of former 


.| CPP chairman Jose Maria Sison in 1977 


| — has seriously embarrassed Aquino, 


who hurriedly conferred with advisers 


|. on 1 October. She had returned from 


her mid-September visit to the US with 


_ high prestige, bolstered still higher by 


meetings before she left with Muslim 


| and tribal insurgents (REVIEW, 2 Oct.). 


Aquino's initiatives towards the 
Moro National Liberation Front and tri- 
bal rebels increased the sense of isola- 


k tion felt by the NDF on the national po- 


litical stage. The apparent neutralisa- 


| tion of, or movement towards solutions 
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anew postice party |. 


By Paul Mooney in Taipei ru) 3۶: 8 
n a surprise move on 28 September | 
leading members of Taiwan's opposi- | 

tion defied a 37-year ban on new politi- - 

cal parties and announced the دی‎ 
ment of the Democratic Progress Party 

(DPP). New political parties have been | 

prohibited in Taiwan under martial la 

since 1949 after the nationalist govern- . 

ment retreated to the island following À 

defeat at the hands of the communis 

èn the mainland. —— y 3 

You Ching, an opposition member 
cf the Control Yuan and one of the 135 | 
founding members of the party, said | 
that 42 candidates have been chosen to | 
run in the upcoming December elec- | 
tions and that a three-part platform had | 
been drawn up outlining the goals of the | 

DPP. No single leader has yet been 

named because members feel that de- | 

signating any one as the head of the Ei 
party would put that person in too vul. | 

nerable a position. E 

The decision to form a new party at 
this time was unexpected, though plans | ۲ 


nounce the launching of a new party 1 
in the near future, but at a second meet- , 
ing the next day to select candidates Me 
the election several members called for - 
the immediate formation of the party. 
After 20 minutes of discussion a dest | 
sion was made and the DPP came into | 
being. 3 
The upcoming elections and the | 
recent string of arrests of opposition is 
leaders are two reasons given for the | 
snap decision to form a party, which | B 
even some opposition 4 ures have de- - | 
scribed as premature. “If they [the gov- A 
ernment] arrest us now they cannot get. | 
us one-by-one and they cannot cite | 
other legal excuses," said opposition. | 
Taipei city councilman Hsieh Chang- | 
ting. “Everyone will know the real | 
reason for the arrests is the formation of — | 
the new party.” | 
The announcement came over a 
holiday weekend and no government | 
response was immediately available. - 
However, a report in the Independent | | 
Evening Post quoted unnamed offi- - | 
cials as saying that the government was | 
studying the issue to see if the an- | 
nouncement was a genuine move to | 
establish a party and if so the govern- | 
ment would deal with it in accordance | 
with the law. A few days earlier, Minis- | | 
ter of Justice Shih Chi-yang, had 
warned in the Legislative Yuan that the — 


An opposition group forms... — a 


have been made since January. A meet- 
ing was held on 27 September to an- 1 





| IX 


U lty in | 2 chievi ] 


ing to post-February estimates from th 
AFP, the NPA has mobilised 22,500. 


fulltime fighters in more than 54 pro- 


vinces. The militant Left may influence 
and/or enjoy favour from as much as 
17% of the population. 

But Salas’ arrest opens the question 
of whether p@werful voices in the AFP 
will accept a ceasefire at all. The arrest 
comes as a heavy blow to Aquino's 
peace initiative. It follows close on the 
heels of US Senate rejection of an addi- 
tional US$200 million in aid approved 
by the US House of Representatives in 
September. Aquino had returned deter- 
mined to show firmness about other is- 


sues besides the communists. After only 


hours back in Manila, she denied that 
she should embrace a political party or 


form her own before local and national 
elections are held next year. 

Heavy hints had come from some US 

quarters that her regime stood a better 
chance of quick consolidation if she en- 
tered the political arena behind a party 
offering local and national candidates. 
But Aquino indicated she wanted only 
to identify with various candidates 
worthy of support at election time, 
rather than with a party label. 
_ The issue of local elections has an 
ironic twist for the delicate defensive 
game now being played by the com- 
munists. The interviewed NDF official 
identified the coming local elections, re- 
portedly set for May 1987, as the next 
great opportunity to expose the “con- 
tradictions" apparent in the “Right- 
leaning" Aquino government. 

“It is not just a matter of explaining 
but experiencing also," he said when de- 
scribing these "contradictions." “The 
local elections will show how workable 
electoral democracy really is in this 
country," he added — clearly expecting 
both electoral behaviour and result to 
be not very workable at all. 


Sur * T he- € dif 
a ive ceasefire turns ont ie: lanke 

of strong support for, or the fierce hold | 
by the NPA in many localities. Accord- 2] FE 


, Josefina: setback to negotiations. 





the NDF 7 intended tû a: own state- 
ment describing what its approval of a 
“ceasefire” meant. It would open a 
Manila office but senior NDF officials 
would remain undergrownd. He said the 
ceasefire monitoring mechanisms 
would include the AFP, most probably 
via a sub-committee working with Satur 
Ocampo and Antonio ۰ 

The question of armed disengage- 
ment is central. The NDF official 
claimed the AFP would either attempt 
to move forces between provinces dur- 
ing a ceasefire or refuse to accept opera- 
tional orders that, in effect, would con- 
fine troops to barracks. “We somehow 
b to prevent their forces moving," he 
sai 

Because the government's panel 
conspicuously failed initially to include 
an AFP representative, the process of 





Salas and his wif 


winning acquiescénce within the regime 
has been protracted and cumbersome. 
Neither Enrile nor Ramos have let a 
“eek pass without voicing warnings of 
timate communist intentions, and 
methods. On the same day Mitra an- 
nounced the likelihood of a ceasefire 
agreement, Enrile warned soldiers at a 
flag-raising ceremony to avoid travel- 
ling in small groups — lest they become 
targets for NPA “sparrow units” (killer 
squads). Senior AFP officers generally 
distrust the effort to talk to the com- 
munists, an attitude apparent since the 
earliest days of the Aquino regime. 


5 es most obvious examples include 
resentment at Aquino's decision 
to free CPP detainees, dismay at being 
excluded from the NDF/government 
panel and suspicions of communist 
leanings among some of Aquino's ad- 
visers. It does not help some AFP 
sensibilities that the government's 
chief negotiator with the NDF, Diokno, 
also heads the presidents Commit- 
tee on Human Rights — now investi- 
gating military human-rights abuses 
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Polish leader is just one of a parade of Soviet allies to pay a visit 


Deng stressed that China's policy 
opening to the outside world me 
opening to all countries, includ 
all socialist countries, and discus: 
the results of the plenum at so 
length. 

“If we succeed in our work, it 1 
show the relative superiority of soc 
ism over capitalism,” Deng told 
Polish leader. “Otherwise we will | 
have the qualifications to speak of 
superiority of socialism, much less 
speak of our ultimate goal — creatin 
communist society.” 

Restoring party-to-party ties is 
pected to be discussed during Hi 
ecker’s visit and there is also movem 
on party relations with Hungary. 
flurry of state and party officials fr 
other East European countries hi 
visited Peking of late. Visits by | 
Yugoslavian secretary 
defence and a vice-p 
mier-level delegat 
from Bulgaria, and po 
bly Hungarian 2 
leader Janos Kadar, 
expected to be announ: 
shortly. 

It is unclear exa: 
what restoring party: 
party relations re: 
means, given the alre; 
extensive and gener: 
warm relations China 
joys with most East Eu 
pean countries on 
state-to-state level. | 
| there is no doubt that 
process is linked to the improvemen 
China's relations with the Soviet Uni 
the pace of which has quickened si 
Soviet leader Mikhail Gorbachov's V 
divostok speech in July. 

Deng's subsequent offer to m 
Gorbachov anywhere in the world if 
obstacle of Vietnam's occupation 
Cambodia were solved placed the | 
back in the Soviet side of the court. 1 
agreement between foreign minist 
Wu Xueqian and Eduard Shevardna 
at the UN to resume talks on Si 
Soviet border disputes, suspended 
the past nine years, is a further indi 
tion of warmer relations. 

Vice-Foreign Minister Qian Qiq 
told a Belgrade journalist in April t 
there were “no obstacles" in relatic 
between China and Eastern Europe 3 
“no difficulties on the Chinese side" 
further development of these relatio 
but acknowledged that problems in : 
relations between China and the Soy 
Union affect relations with East: 
Europe. 
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By Robert Delfs in Peking 


ojciech Jaruzelski arrived in Pe- 
king on 28 September — the first 
visit by a top-ranking Polish leader in 
more than 20 years. Jaruzelski's visit 
has been described as an unofficial 
working visit because the Chinese had 
promised East German party leader 
Erich Honecker — who is expected to 
visit Peking in late October — that he 
would be first among East European 
leaders planning to visit China, accord- 
ing to diplomatic sources. 
` A Chinese Foreign Ministry spokes- 
man would not comment on which side 
initiated the visit nor whether normali- 
sation of party-to-party relations would 
be discussed. Romania is the only 
Soviet-bloc country which has main- 
tained such relations with the Chinese 
Communist Party. Chinese and Polish 
foreign ministers have been meeting 





each year during the UN General As- 
sembly in New York since 1984. 
Jaruzelski met Premier Zhao Ziyang 
on the evening of his arrival and report- 
edly received a briefing on the central 
committee 6th plenum which was held 


that same day. Zhao described the visit 


as marking a new stage in Sino-Polish 
relations. Jaruzelski told Zhao that 
Polish foreign policy is based on 
"friendly and close cooperation with 
socialist countries and fraternal alliance 
with our great neighbour — the Soviet 
Union” and expressed appreciation for 
"sympathy and support given by 
Chinese friends during our difficult 
times." This was an apparent reference 
to the Polish crisis brought about by the 
confrontation with the free-trade union 
movement. 

Jaruzelski also met Chinese leader 
Deng Xiaoping and party General Sec- 
retary Hu Yaobang. Head of state Li 
Xiannian invited the Polish leader to 
pay a “full formal visit to China at his 
convenience." 
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| tion if any 
| tion. | 

While government officials say that 
organisation of new parties is forbidden 


move was made in thi 


.| by martial law, the opposition and a 


.| number of scholars question the va- 
. lidity of this proposition. “The prob- 
lem is that martial law is against the 


| constitution and we have to make a 
| choice between the two," said Chang 


Chung-tung, professor of history at Na- 


.| tional Taiwan University. “I think it's 
. time we returned to the constitutional 
ET way." 


۱ Other scholars add that the govern- 
. ment itself has been studying to revoke 


| martial law, an indication that there is 


no real reason to continue the prohibi- 


.| tionon new parties. 


T 0 ne problem is that the ruling Kuo- 
| mintang (KMT) itself is split on 
the issue of martial law. While moder- 


| ates in the KMT seem reconciled to 
| the fact that it is time for it to be aban- 


doned, conservatives favour replacing 
| it with a new security law which con- 
_ tains measures similar to existing mar- 
tial law. 

_ Opposition leaders are prepared for 


| the worst and they say the government 


could try a number of methods to sup- 
press the new party, including arrests 
under other pretexts or by just charg- 
ing the leaders with violating martial 
law. 

However, members of the DPP say 
they are confident that the government 
cannot stop them now, even if leading 
members are put in jail. 

The question is whether or not 
the normally splintered opposition 
can now wotk together as a unified 
party. ۱ 

Hsieh concedes that members of the 
opposition have failed to cooperate in 
the past, but says that while discussion 


| at the 28 September nominating meet- 


-ing grew heated at times, the group 


| ended in agreement. 


e| "We have no democratic tradition in 
. Taiwan and have had no opportunity to 
| learn real democratic spirit or proce- 
dures," said Hsieh, “but we are learning 
and we have improved since last year's 
election." Analysts say that the DPP, if 
. it survives, could eventually split into 
several parties, but they feel this is a first 
step and that there is no turning back 
now. 
The KMT government may soon 
. have more than one new party to deal 
with. Hsu Hsin-liang, former opposi- 


` | tion magistrate of Taoyuan county who 


has been living in exile in the US for the 
past seven years, has announced plans 
to soon establish his Taiwan Democra- 
tic Party simultaneously in Taiwan and 
the US. Hsu’s plans to return and 
launch his party have so far met with a 

old response from opposition leaders 


` | in Taiwan. 11 
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BABC 





Your German partner for | 
energy technology and e 
in industrial plant ۲ 


A major pioneer in power 
generation gave his name to 
our company: C.H. Babcock. 
lechnologically speaking, we 
are very much his successors, 
while economically and in term 
of corporate policy, we are an 
independent group of com- 
panies headquartered in one o! 
the industrial centres of the 
Federal Republic of Germany. 
With more than 80 companies, 


Australia 

Deutsche Babcock Australia Pty. Ltd. 
PO. Box 57, NSW 2065 Sydney 

Tel. (2) 43923 71 ۱ 

Tlx. 20156 CUTEM oe. 


engineering 





Energy technology Hong Kong Singapore 

. : : Deutsche Babcock Group Deutsche Babcock Group 
emana! E C PO. Box 5395 10-01 Shaw House 
Process engineering Tel. 8104848 Tel. 7345039 
Mechanical engineering Tlx. 60764 Tlx. rs 26870 







efficiency, availability and safe 
reliability Babcock is worth ` 
looking into - why don't you ask 
for some more detailed infor- 
mation? 








Deutsche Babcock AG 
Postfach 1003 47 | 
D-4200 Oberhausen 1 
Fed. Rep. of Germany | 





future-orientated technologies 


for the securement of long-term 


economic Success. 

With decades of experience 

to fall back on and our own 
extensive research and devel- 
opment effort, we in our role as 
engineering company and con- 
tractor, plant constructor and 
mechanical engineering com- 
pany, have mastered a wide 
spectrum of processes and 


BABC 
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a Workforce of around 22000 
employees and a worldwide 
network of distribution and ser- 
vice subsidiaries, we offer 

an exceedingly wide range of 
products and services. 

We are actively engaged in 
many countries around the 
world, offering our skills and 
cooperation in the solution of 
technical and industrial prob- 
lems, and in the introduction o 
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An electronic banking system for corporate 
customers must provide the highest 
standards of security and management 
control. 

With HongkongBank’s Hexagon you stay 
firmly in charge of your own worldwide 
financial affairs. 


Hexagon uses the HongkongBank group’s 


privately-owrfed global data communications 


network. All information passing between 
your personal computer and the Bank’s 
mainframe computer is scrambled, using 
the latest data encryption technology. 


Dual and multi-level authorisation, 
enforced automatically, allows your senior 
executives to delegate routine activities to 
their staff while retaining overall control. 
Individuals using Hexagon must uniquely 
identify themselves through special 
passwords. 

These and other sophisticated security 
features combine to provide safety and 
confidentiality for your company’s 
finances. 

Hexagon is state-of-the-art corporate 
electronic banking from the 
HongkongBank group, one of the 

world’s leading financial institutions with 
more than 1,200 offices in 55 countries. 
To find out more about Hexagon, and 
how it can help your company, contact the 
Hexagon centre at your nearest branch of 
the HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. _ 


qx) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank ۶ Hongkong Bank of 
Canada ۶ HongkongBank of Australia 
The British Bank of the Middle East å 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 
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Someday all cameras will be like the Minolta 7000. 


exposure control Automatic film operation. 
And the world’s most complete system of 
autofocus lenses, 18 in all and more to 
come. 

This is the camera that has already 
won more awards and more praise than 
most any camera in the history of 
photography. 

But most of all, this is the camera that 
represents Minolta's commitment to 
technical leadership. 10 serving every 
photographer around the world for the 
years to come. “e EROS 

The Minolta 7000. Someday all . 
cameras will be like it. 


The HiTech Autofocus SLR 


7000 


e- 
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You begin with a vision of the ideal 
camera. An SLR to unleash the creativity 
in every photographer, regardless of 
experience. 

This would be an autofocus camera 
with astonishing speed, precision and 
ease of operation. A camera that sets 
new standards in every aspect of SLR 
photography. 

Above all, this ideal camera would 
become the heart of the most advanced 
autofocus SLR system of cameras, 
lenses and accessories ever imagined, 
where camera and system interface, 
each controlling the other. 

This camera is no longer a vision. It 
is the Minolta 7000. With precise auto- 
focus, even in total darkness with the 
Minolta Program Flash. Automatic Multi- 
Program Selection. Creative multi-mode 


Minolta Camera Co., Ltd. 30, 2-Chome. Azuchi-Machi, Higashi-Ku, Osaka 541. Japan 








On thé ies at A the attempt. 


to oust Bhichai may appear to be an un- — 


fair reprisal against a man who is cre- 


dited with resurrecting the party froma | 


state of disarray to a position of strength - 


during his more than four years at the - ie 


1982, the party was rife with factional 


conflict and its popularity was waning. 
Bhichai did much to manage the conflicto 


and restore the party's popularity. The | 


100 seats won by the party in the recent 
election were almost double the 56 
taken in the 1983 election. 

But accofding to various party - 
sources, Bhichai has himself to blame — 
for the position in which he is caught — 


today. Taking shape right after the 12 | — 


August formation of the government, 
the resentment originated among a 
small group within the party including — 
stalwarts like © Chalermphan and - 
Kraisorn who were not appointed to the - 
cabinet. Sources told the REVIEW that 
there was no clear movement at that - 
early stage to oust Bhichai, but rather a. 
demand for clarifications on the various 
charges. 

However, a series of questionable 
actions by Bhichai since then — notably 
an emotional outburst against Songkhla — 
MP Naruechart Bunsuwan, an allegedly : 
distorted explanation during a TV inter- 
view to justify his son's apointment, his - 
persistent refusal to face the dis- 


sidents directly plus the latest press " 


interview — have aggravated the situa- 
tion. we 

"Apparently from the. euphoria of 
his personal popularity [in the. public 
eyes] and the party's success, he was be- 
having more and more like he owned 
the party," commented one insider. 

That the conflict was extensively de- 
bated — and given almost daily press. 
coverage — attests to the democratic 
nature of this political party, oldest in 
Thailand and dating back to 1946. Its 


former leader Seni Pramoj was often | 


"Y 


u 


dubbed a /ersi liang ling (hermit tending 
to monkeys). 

While the dissidents announced they 
would press for an extraordinary party - 
caucus to debate Bhichars ouster — 
amid an alternative proposal that the 
35-man executive committee resign en 
masse to offer an “honourable way out" 
for the party leader — some political 
analysts speculate that Prem may have 
to resort to some action to ensure the 
coalition's overall stability. 

Whichever way the conflict is re- 
solved, the party itself has already 
emerged a loser. Echoing generally 
negative public sentiments, respected 
political scientist Likhit Dhiravegin re- 
cently wrote: "The supporters of the 
democratic process feel a sense of 
dA by the very people they voted 
for... Through the internal bickering. 
they : are unwittingly destroying the pro- 
cess of democratic development. They 
have committed a crime against demo- 
cracy!” 
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stated he had to respect the wish of the 
majority of Democrat MPs and senior 
leaders, who felt otherwise. 

Culminating weeks of rank-and-file 
rumblings, the interview appeared to 
have backfired. On the one hand, 
sources in the Prime Minister's Office 
charged that Bhichai's sensitive revela- 
tion amounted to a breach of political 
etiquette. Within the party, the press 
disclosure — coming after Bhichai per- 
sistently failed to answer damaging 
charges over his conduct before and 
after the 27 July general election, and 
one day before a scheduled executive 
committee meeting to debate the issue 
— further infuriated the dissidents. 

In à letter demanding his resigna- 
tion, about 60 of the party's 100 MPs ac- 
cused Bhichai of "destroying the party 
image, instigating disunity and destroy- 


ing the respect and trust in the leader 


with dictatorial and selfish actions." 


mong other things, they accused 

Bhichai (and his son Pichit, now 
deputy minister of science and tech- 
nology) of single-handedly selecting the 
partys Bangkok candidates, mono- 
polising the disbursement of campaign 
funds, and violating the party resolu- 
tion in the nomination of ministerial 
appointees. 

Prime movers among the dissidents 
included Bangkok MP Chalermphan 
Srivikorn and Chiang Mai MP Kraisorn 
Tantipong, both deputy party leaders, 
and secretary-general . Veera Musi- 
kapong, who recently resigned as 
deputy interior minister to face legal ac- 
tion on a lese-majeste charge (REVIEW, 
11 Sept.). 





Bhichai with Democratic Party supporters: pressure from Prem. 


-JAILAND 


The beleaguered chief 


Democratic Party MPs want Bhichai out 


By Paisal Sricharatchanya in Bangkok 


he wranglings within the Democrat 
Party — largest partner in the ruling 


coalition have spilled over to 
threaten the coalition's harmony. In an 
apparently desperate attempt to fend 
off a persistent campaign by party dissi- 
dents to oust him from leadership posi- 
tion, Democrat leader and Deputy 
Prime Minister Bhichai Rattakul has 
accused Prime Minister Prem Tinsu- 
lanond of pressuring the party into ac- 
cepting an unworthy role in the govern- 
ment. 

There was no direct reaction from 
Prem who commented on 29 September 
tat he would not interfere in the Demo- 

its internal matters. But Bhichai's ac- 
011881101 — implicating an unnamed 
general, widely understood to be army 
commander Gen. Chaovalit Yongchai- 
yut, as well as Prem — was certain to 


have left a sour taste with the premier, 


who does not forgive or forget easily. It 
has also raised vital questions over the 
future position of the Democrats as a 
coalition partner and, more specifically, 
Bhichai's own political fortune. 

In an exceptionally revealing inter- 
view with the Bangkok Post published 
on 22 September, Bhichai indicated his 
party was pressured by the general from 
the outset to support Prem's reappoint- 
ment. At a subsequent meeting with 
Prem, the prime minister threatened 
to resign unless the Democrats settled 
tor 16 ministerial posts, rather than the 
17 the party felt it was entitled to, based 
on its number of MPs, Bhichai claimed. 

Indicating that he had personally 
preferred becoming the opposition 
rather than joining the government in 
such an undignified manner, Bhichai 
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How factory managers fought and won a battle 
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Anatomy of a reform 


dustries, every factory in China òpe- 
rates under the “leadership” of local 
government bureaux, ministries Ot 
other enterprises, and lines of authority 
extend downward both through civi 
agencies and the party. 

The case of Song Beifang involves a 
small collective factory which was taken 
over by another enterprise after it be- 
came profitable. The difficulty, as the 
People's Daily noted, *is that the dis- 
pute is really a question cf property, and 
there is no way to distinguish its rig 
[or] wrong." This was a capitalist-st) 
takeover battle played out in a system 
where the legal right of beneficial con- 
trol can scarcely be defined, much less 
adjudicated. 


N ot all local bureaucratic interests are 
arrayed in opposition to factory re- 
forms. More profitable enterprises pay 
more taxes, a share of which is retained 
by city and provincial governments 
under new revenue-sharing schemes. 
Reform also means improvements in 
the quality, price and supply of goods 
and services. 

Under socialism, the workers are the 
theoretical masters of the state and the 
factory, and China's current leaders are 
disinclined to suggest otherwise. Under 
the factory manager responsibility sys- 
tem, workers still exercise "democratic 
management," but again it is unclear 
precisely what this means. Labour dis- 
cipline in China essentially collapsed 
during the Cultural Revolution and has 
never really recovered. هی‎ ing | is 
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problems with the new system have re- 
ceived prominent attention in the 
Chinese press. In an accompanying in- 
terview, Henan provincial party secret- 
ary Yang Xizong discusses resistance to 
urban reforms in Henan and how the 
party leadership is attempting to use 
model cases to promote the reforms. 

The picture that emerges from these 
case studies suggests that resistance to 
reform primarily arises from natural 
considerations of self-interest on the 
part of party officials, workers, and 
state or party organisations rather than 
ideological convictions. 

The new system is an obvious threat 
to the power of the party secretaries. 
Recent statements by Chinese leaders 
have affirmed the manager's authority 
to appoint and dismiss intermediate- 
level plant cadres, but the party is still 
responsible for “guaranteeing and 
supervising.” Neither party secretaries 
nor managers seem very clear what this 
really means. 

The uncertain legal status of an en- 
terprise may be equally important ob- 
stacles to management reform. Who 
really owns a state or collective enter- 
prise? Under the new policies, enter- 
prises are supposed to become relative- 
ly autonomous. But except for rural in- 





Under new management: page 30 
Press participation: page 31 
The ZZVF story: page 32 





By Robert Delfs in Henan Province 

China's economic fu- 
| ture depends on whe- 
B ther its factories can 


become more effi- 
cient, profitable and 
sensitive to market 
Way forces. Economists 





See) doubt this will hap- 
pen, however, until managers exercise 
real authority within the factory and are 
freed from the mindless interference of 
higher administrative departments. 

Until recently, the manager in most 
factories merely executed the decisions 
of the party committee, and real power 
remained in the hands.of the party sec- 
retary. But many party officials simply 
lack the technical knowledge and skills 
to manage a modern industrial enter- 
prise. This mattered less when the fac- 
tory simply followed the state plan, but 
now enterprises are supposed to be in- 
dependent economic units capable of 
operating in what increasingly resem- 
bles a market environment. 

In line with Deng Xiaoping’s re- 
forms, the “factory director responsibil- 
ity system” is designed to transfer deci- 
sion-making authority from the party 
committee to the manager. Endorsed by 
the Central Committee’s 1984 “decision” 
on urban structural reform, it is now 
being extended to 27,000 enterprises in 
China, about a third of which are in the 
state-owned industrial and transport 
gectors, where it is meeting consider- 
able resistance (REVIEW, 22 May). 

The following articles examine two 
factories in Henan province where 
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What happens when support of party 
officials or the press is not forthcom- 
ing? 
There are not many such cases. The 
understanding of our cadres cannot al- 
ways be completely correct. But this can 
be solved. If a lower-level leader fails to 
support reform, there is always the 


higher level, all the way up to the party | 


central committee, and there are always 
the masses. 

Of course, some questions arising in 
the course of reform are relatively com- 


plex. Initially some cases may be han- 
dled incorrectly. Song Beifang and 


Zheng Zhiyong are not the only com- 


rades who have encountered problems, | 


but their cases are quite prominent and 
typical. By grasping model cases like 
these we can push forward the overall 


situation. 


Why is that these problems cannot be 
solved through the legal system instead 
of relying on the support of higher offi- 
cials? 

There has been tremendous progress 
in our legal system, but it is still not fully 


suitable to the development of the com- | 


modity economy. Law is a serious thing. 


Before a law is established, it must first | _ 


go through repeated investigations and 
evaluation. 

When practice has proven policies to 
be mature and complete, they can be 


systematised in the form of law. This is a 


method which accords with reality, 
which can be implemented, and can win 
the support of the masses. As we pro- 
ceed with reform, laws will be made 
more complete, so that enterprises have 
legal protection. But this will be a 
gradual development. 


e 
Is one of the objectives of political re- 


form to solve problems by defining 
clearly the nature and limits of party au- 
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Calling for a 
clear stand 


Yang Xizong, the first 
secretary of the Henan 
SS provincial party com- 
mittee since May 
1985, served in his na- 
tive Sichuan province 
before he was toppled 
med in 7 duri die 
Cultural Revolution. Reinstated in 
1972, he was involved in the experimen- 
tal rural reforms in the late 1970s under 
then provincial party secretary Zhao 
Ziyang, currently the Chinese premier. 
Yang became Sichuan's governor in 
1983 and moved to Henan last year. 





LETTING IN 


Yang recently discussed the problems of 


implementing the factory director re- 
sponsibility system in Henan with 
REVIEW Peking bureau chief Robert 
Delfs. Extracts from the interview: 


Since the new system began, there have 
been clashes between factory managers 
and party secretaries. How serious and 
widespread is resistance to urban re- 
form? 

The present situation is good, Henan 
is following the overall urban structural 
reform taking place in the entire coun- 
try. But this is a deep-going revolution 
as far as economic management is con- 
cerned, and contradictions have de- 
veloped with the old management struc- 
ture and traditional habits. It cannot but 
give rise to changes affecting the econo- 
mic interests of units and individuals. 

Also, we are proceeding by explora- 
tion — the reform is nota finished thing. 
Naturally contradictions and problems 
occur. The important thing is that the 
leadership must adopt a clear stand sup- 
porting reformers when such problems 
arise. 

There is no way out except reform. 
The factory director responsibility 
under the leadership of the party com- 
mittee is no longer suitable. Fast and ac- 
curate decisions are needed for enter- 
prises to respond to changes in the mar- 
ket and economy. Expanding enterprise 
autonomy is appropriate to developing 
the socialist commodity economy. 

The factory manager bears overall 
responsibility, the committee guaran- 
tees and supervises, and the workers 
exercise democratic management. 

In Zhengzhou, about 80% or so of 
the enterprises have implemented the 
factory manager responsibility system 
relatively well. In about 20% there have 
been problems. We cannot say such 
problems will not occur in the future, 
but they definitely can be solved. As we 
proceed deeper into reform, people's 
understanding will become deeper and 
such problems will be fewer. 
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endemic in Chinese factories, and 


standards of labour productivity and at- 
tention to quality are abysmal. 

The Zheng Zhiyong case illustrates 
the causes of worker and staff ambiva- 
lence towards urban reform. In a large- 
scale reorganisation of the Kaifeng 
Electrical Machinery Plant, nearly half 
the cadres were demoted or semi-re- 
tired in late 1984, and more than 200 
staff reassigned. 

Complaints quickly made their way 
to the city party committee. Subsequent 
party investigations placed a cloud of 
suspicion over the factory and its young 
reformist manager, and the Kaifeng 
municipal party committee was divided 
over the case. 

Workers in state-owned factories, 
who regard the undemanding work con- 
ditions they have enjoved for decades as 
their normal rights, are anxious about 
change in general and particularly any 

‘at to their job security, These fears 
..-~ not wholly misplaced — many urban 
managers envy the more strict labour 
practices of collective rural factories. 

Spectacular economic results ulti- 
mately won impressive worker and staff 
support for both Song Beifang and 
Zheng Zhiyong. Where management 
reform works, higher profits can mean 
bigger bonuses, better housing and 
other perquisites for workers, and the 
demonstration effect of higher earnings 
at a few experimental factories will ease 
the process of reform at other sites. But 
If accepting tighter discipline and em- 
ployment risk does not bring corres- 
ponding benefits, more workers will 
Join disgruntled party secretaries in de- 
fence of the old regime. 

Henan provincial first secretary 
Yang Xizong is more optimistic. These 
problems are natural and inevitable, he 
says, because the reform affects the real 
economic interests of units and indi- 

1als. Looking back to rural reforms 
... Sichuan, Yang argues that it is 
through solving cases such as these that 
implementation of a new policy actually 
takes place. 

A crucial factor in both cases was the 
courage and commitment of the factory 
managers themselves. Both Song and 
Zheng faced extreme political pressures 
and put their careers at considerable 
risk. Song, who had nothing but menial 
jobs for 12 years after being classified as 
a counter-revolutionary in 1967, knew 
the dangers well. Similar cases have 
been cited in other provinces, but it is 
unclear how many managers would be 
as willing to defy powerful local. in- 
terests. 

Secretary Yang argues that only à 
few must take risks during the early 
stages of the reform. When problems 
occur, he says, the leadership will ulti- 
mately back them up. In the end, how- 
ever, the fate of the factory manager re- 
sponsibility system will depend on whe- 
ther the benefits it provides can create 
new constituencies for reform. oO 
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ment apd liéinoting cadres. The onis et | 
middle-level cadres in the plant was cüt 
from 79: to 48 through demotions and 
isfer: , Cash pavments were made to 
some demoted cadres to ease the transi- 
tion. Under the new system, the term of - 





appointment for cadres would be limited 


to one ye f, and candidates would com- . 
plete a three to six month trial period 
before the appointment was confirmed. 
Zheng now had the power to set the 
overall number of workers in each sec- 
tion and to appoint a all sey chiefs and 





ments tow r hops. 

e difficult decision volea] pay 
cuts for elderly, weak, sick and disabled 
workers — about 576 of the workforce. 
"These people cant do very much,” 
Zheng said, “so we reduced their basic 
wage by. 20-4096." This; Zheng now ad- 





mits, was a mistake. "Everybody gets 
|. old," he explained, “even young work- 
ers started thinking ahead to what 
would joue to EE After exten- 





dan. the ee had weak ed 
his authority and fed dissatisfaction i in 
Those who objected to one changes. in 
the factory presented their grievances to 
the higher authorities: the Kaifeng 
Heavy Industry. Bureau and the munici- 
pat pany committee. ۱ s 





"he city party committee, wii has : 
ultimate authority over factories not : 
under direct ministerial control, split. 
over the issue. Some members of the 

party committee, including the party 
secretary Liu Zheng, supported the re- 

forms, Zheng says. but others objected 

to the manner in which changes were 

carried out or were uneasy that KEMP 

had not been officially designated. for 
experimental reforms. 

Zheng had additional support, how- 


ever, from the local press, which had 


taken an early interest in thi 
T he first hid of the Ke en, 

















» factory. 





fondue 
through the y cu. Jt 
cluded the K: ifer 
provincial Henan 
ficult to say: what 
if we had not. 
media,” Zheng said. 
Unable to  obt: 
through the city : 





state-owned 


.240 people. Electric 


ER p * Machinery Plant 
(KEMP) is a medium- 
sized 
aar rpne employing 









RU are its. most 





= important . product, 
others bone mechanised : grain 
threshers and assorted — electrical 


machinery. Established in 1958, KEMP 
was expanded in the late 1960s, but 
never reached its designed capacity and 
output actually declined in the late 
1970s. The plant lost an average Rmb 
700,000 (US$188,933) per year in 1979- 
81. 

Zheng Zhiyong, 42, a Shanghai- 
trained designer of electrical machin- 
ery, joined the factory as a deputy man- 
ager in carly 1982 and was promoted to 
manager in October 1983. 

The plant turned a small profit in 
1982 and earned Rmb 580,000 in 1983, 
and Rmb 680,000 in 1984, but these re- 
sults were still disappointing as other 
electrical machinery plants were doing 
even better. Guaranteed state purchase 
of the factory's output through the state 


planning system had ceased in 1979, By. 


1984 the factory was selling all of its out- 
put on the market, and was only able to 
obtain 40% of its raw materials from the 
state. But "we lacked the concepts of 
the market and the law of prices," 
Zheng said. 

In November 1984, following Pe- 
king's decision on urban structural re- 
form, the factory leadership decided to 
implement reforms over the next three 
years “to raise profits and worker in- 
comes by 25% a year and enable the fac- 
tory to adapt to the new commodity 
economy.” But this factory had not 
been designated by the authorities for 
experimental implementation of urban 
reforms. “We decided to do this on our 
own,” said Zheng, “which may be one 
reason we ran into problems later." .- 

The key elements of the reform were 
adopting the factory director responsi- 
bility system, reorganising management 
and linking pay and bonuses with actual 
work. Before, Zheng said, all major de- 
cisions had been made by the factory 
party committee, and the manager exe- 
cuted them. Under the new system, the 
party secretary would be consulted on 
major issues, but final decision-making 
power would lie with the manager. The 
party committee's role would be to 
supervise, while the workers exercise 

"democratic management" through the 
union, though no one seems terribly 
clear what either of these two functions 
really mean. 


. , The most controversial reforms in- 
volved reorganising internal manage- 


economy, by the nature of our political | 


[^ l ent tat will be differ- | 


re e political 
, Situations: like the Song Beifang 


| Zheng Zhiyong said all the factory man- 


the rest can follow. They will run into 


- Sievelops, the reformers who bear it along. 
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management system and socialist politi- 
cal power. This includes problems like 
those encountered by Song Beifang and 
ZhengZhiyong-. — - 

o The leadership of the party does not 
‘mean the party should interfere in 
everything. The core leadership posi- 
tion of the communist party is indisputa- 
Ple, but the methods by which the party 
exerci ; this role. should be based on 
the speci: 
unit The role of the ¢ party in in the factory 


Id be anywhere. 


oe “Zhen g ی‎ < cases will be less 
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HY orked i in Sichuan i in the late 1970s 
len. rural reforms were pioneered. 
the. problems of. implementing 
jan reforms similar? — — 
Our rural reforms were the same. At 
first there were opposing views. Some 
rovincial departments did not support 
this; at one point only first secretary 
Zhao Ziyang and the provincial. gov- 
erner supported reform. Everyone’s 
4 thinking. had to go through a certain 
process. But the experimental reforms 
in Guanghan were supported by the 
‘party committee | consistently and 
firmly, time after time. In the end it 
ook only three years to implement the 
aral reforms throughout the entire 
ntry. There must. be two positive 
rcés, above and below, both at the 
ership level and at the grassroots. It 
o good if just one side is positive. | 
Reform of the urban economic struc- 
ture is much more complex. Those who 
-most urgently seek reform today are 
. factory managers. Those who do not 
understand the reforms are comrades in 
some departments. Some are people 
with considerable power and responsi- 
` bility, which has influenced the reform. 
` Most of these comrades will become 
, more and more supportive. 




















agers in Kaifeng thought as he did about 
reform but only one-third would go 
| through whathehas. | 

| He did? Well, one-third is pretty 
: good! If one-third of the factory mana- 
| gers are bold and dare to push forward, 


some problems and the leadership must 
support them. Whenever a new thing 


in the beginning are a minority, the 
majority just follows the current. E: 
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Providing — 
coverage 


pu Song Beifang and Zheng Zhi- 
yong say their cases might not have 
been resolved without the coverage and 
support by local and national media, 
and believe the press coverage provided 
some protection against retaliation by 
their critics and opponents. 

After the party team investigating 
Zheng left the factory without issuing a 


report, the Kaifeng Daily dispatched 7 


two cadres who spent an entire week at 
the factory conducting their own inter- 
views. Their article, reporters acknowl- 
edge, was submitted to the secretary of 
the municipal party committee, Liu 


Zhen, before it was published. The re | 


port would not have appeared had the 
secretary disagreed, but despite Liu's 
approval, the position of the party com- 
mittee was by no means clear. | 


In Song's case, the factory's prob- | 
lems were first reported by four jour- - 
nalism students from Zhengzhou Uni- | 


versity, including a few experienced 
journalists seconded to the school for 
graduate study. Because of them, the 
situation came to the attention of the 


local Xinhua bureau and then the Peo- | - 


ple's Daily, a party organ directly under | 


the central committee (Xinhua is tech- 
nically a ministerial-level government 
agency). 

The journalists themselves describe 
their role as supporting the central com- 
mittee's policies. “We felt that the re- 
forms undertaken by the factory were in 
accord with the spirit of the [Decision of 
the] central committee," one Kaifeng 
Daily reporter told the REVIEW. 

In both cases, however, reporting 
was apparently initiated by journalists 
themselves and approved at the editor- 
ial level. Several reporters expressed 
strong commitment to the reform poli- 


cies. Most of the parties involved be- 


lieve that the eventual outcome of these 
two cases was not predetermined and 
that careers would have been affected 
had the final results been otherwise. 
The role of the press in these cases 
resembles in some respects the censorial 
system of ancient China, a separate 
branch of government which monitored 
the performance of officials. Bound in 
loyalty to the state, censors still could 
and occasionally did act with consider- 
able independence and courage in de- 
nouncing abuses committed by state of- 
ficials and even the emperor himself. 
Like the old censorate, the official 
press in China today is a part of the gov- 
erning apparatus. Like the censorate, 
the press has no substantive powers, nor 
is it likely to ever represent an indepen- 
dent political voice. But the press can 
report and, within certain bounds, do so 
independently of local-government 0 
party control. — Robert Delfs 
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“but whether our factory's reforms were 
or were not affirmed to be correct. My 
selection in the first place was due to our 
success in reform; for them to deny this 
implied there was something wrong 
with the way we had carried out reform. 
So I wrote a letter to the provincial gov- 
ernor He Zhukang." 

Zheng's letter asked why reformers 
could not be allowed to make mistakes. 
"We acknowledge that we made mis- 
takes, but those mistakes have been cor- 
rected,” he wrote. “I’ve been investi- 
gated, and I’ve made seven self-exami- 
nations ... but these people refuse to let 
the matter rest. Will it do if I make a 
self-examination in the pages of the 
People's Daily?" 

The letter was published in provin- 
cial and national newspapers, and 
Henan's governor issued a statement on 
26 May strongly supporting pilot urban 
reform projects. Since then Zheng has 
become a kind of symbol of urban struc- 
tural reform. Zheng is fervent in his be- 
lief that state-owned enterprises can be- 
come efficient and profitable provided 
thorough reforms are carried out. Rural 
collective enterprises have out-per- 
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the factory launched a series of investi- 
zations based on workers’ “complaints. 
Most of the investigation té4ms con- 
sisted of only two or three.people who 
stayed at the factory for onlyàfew days, 
but in early June 1985, an eight-man 
team representing the Kaifeng city 
party committee was in the factory for 
15 days, “They already had their 
framework and conclusions,” Zheng 
says, “they just wanted to find evidence 
that proved it. But they couldn't find 
any mistakes in our work." . 

, Despite this, the team did not issue a 
report absolving Zheng or the factory — 
it did not issue any report at all. This 
created a very tense situation. "The lack 
of any indication that we were correct 
gave the impression that our problems 
were quite serious," Zheng said. This 
was the most difficult period for the fac- 
tory, and on 21 June 1985 Liu, made 
what Zheng considers a crucial gesture 
hv visiting the plant and declaring his 

rsonal support. The local press step- 
psd up.its reporting, but the situation 
remained tense through July. 

The results of KEMP's reforms were 
now becoming increasingly apparent 
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formed the state sector in recent years, 
he maintains, because they have greater 
latitude in handling their workforce and 
less interference from administrative 
departments. 

“We cannot advertise for good work- 
ers," he complained, “and we cannot 
dismiss the incompetent. Although in 
theory I can dismiss workers with cause, 
if I actually try to fire a worker the de- 
partments concerned will make trouble 
and investigate me for three or even six 
months.” 

But Zheng says the administrative 
departments should not be blamed. “It 
is their responsibility to do this. Even 
after powers are transferred to the en- 
terprise, what are the mothers-in-law 
[the departments] to do but continue as 
they have? This is why political reform 
is necessary — the fundamental solution 
is for the mothers-in-law to be 
abolished." — Robert Delfs 





workers: benefits of reform.‏ سکیا 


and by September opinion in the factory 
and the city committee was turning in 
Zheng's favour. By year-end 1985 the 
factory had earned Rmb 2 million in 
profits — more than its total profits 
since founding — and paid Rmb 1.9 mil- 
lion in taxes. Of total profits, Rmb 
750,000 or 37.5% was retained, 60% of 
which was earmarked for reinvestment 
and 4096 spent on bonuses and worker 
welfare, an average Rmb 240 per em- 
ployee. The former loss-making factory 
had become one of the most successful 
state-owned enterprises in Kaifeng. 

In April 1986 Zheng and another 
KEMP worker were nominated as 
model workers of Kaifeng. The city’s 
heavy industry bureau endorsed the re- 
commendation, but the city party com- 
mittee, which must approve the awards, 
dropped Zheng’s name on the grounds 
that he was too controversial. 

“The issue wasn’t me,” Zheng said, 
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1985 when the factory's rubber 
stamps, or "chops," which are neces- 
sary for any official business, were 
replaced with new ones bearing the 
name "Zhengzhou No. 2 
Transport Corp. Vehicle 
Factory." 

At the same time, Song 
met increasing resistance 
` from the old leadership of 
the factory. The other four 
members of the factory 
branch party committee, 
together with the chairman 
of the workers' union, con- 
sistently opposed his re- 
forms, Song says, and tried 
to strip him of his powers. 

Fu criticised special 
bonuses Song gave to 
workers for technical inno- 
vations and improvements, 
and formally accused Song 
of committing *unhealt' 
economic practices” : 
garding expenses incurred 
during a visit by leaders of a 
Nanjing factory, though a subsequent 
party investigation cleared him. 

Song attempted to counter these en- 
croachments by criticising the interfer- 
ence of the corporation and its failure to 
comply with the new urban reform 
policies in his annual report to the city 
transport department and city govern- 
ment in April. ^y 

The party secretary charged that 
Song had falsely accused the company 
of opposing the policies of the central 
committee and demanded that Song be 
dismissed. The city transport depart- 
ment, however, was unwilling to dismiss 
Song for what he wrote in his official re- 
port. | 

Song made an official request in July 
that ZZVF be separated from the trans- 


in May. 


ROBERT DELFS 


„port department, arguing that it was in- 


appropriate for a transport company ^ 
exercise leadership over an industr 
factory. The Transport Corp. insisted 
that any. dissolution be compensated 
by repayment of accumulated invest- 
ments by its workers. Song offered to 
pay Rmb 2.75 million over a period of 
five years, but the corporation insisted 
on Rmb 3 million to be paid within one 
year — an impossible target. 

By September, the vehicle boom in 
China had slowed. Bonuses were frozen 
and take-home pay cut by 50%. Fifty 
factory workers then went to the muni- 
cipal party committee to demand sup- 
port for Song to save the factory. 

On 18 December, Song received an 
ultimatum demanding that he accept 
1986 production targets proposed by the 
Transport Corp. Song countered that 
the corporation must cease interfering 
in the factory’s operations once targets 
were agreed. On the following day Song 
and three key supporters were dismiss- 
ed and transferred to the corporation 
without specific work assignments. Song 
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ZZVF workers: profits before struggle. 


Most motor vehicle makers in China are 
large state-owned enterprises, but ZZVF 
is a collective factory, established in 
1969 under the auspices of another col- 
lective, the Zhengzhou Transport Co. 
(ZZTC), which operated four bus and 
lorry companies. ZZTC was abolished 
in 1981, and the vehicle factory was 
transferred to the leadership of the 
Zhengzhou No. 2 Transport Corp. - 
As a collective enterprise, ZZVF 
had always been an independent firm, 
Song said, responsible for its own pro- 


fits and losses, and received no invest- 


ment funds from its parent enterprise 
since it was founded. But as profits 
soared in early 1985, the corporation 
became jealous, Song said, interfering 
in factory operations, imposing ever 
greater financial demands, and evén- 
tually executing what amounted to a 
complete takeover of the factory. 


aoe Transport Corp.'s first move was 
to assert “unified management" 
over the factory's union, subsidy and 
welfare funds. After that, Song said, “I 
couldn't even buy the workers a theatre 
ticket." In April 1985, ZZVF was or- 
dered to assume the costs of supporting 
200 retired workers from the corpora- 
tion. "At that time it looked like our 
profits were going to be over Rmb 1 mil- 
lion," he said. *Their annual profits are 
about Rmb 10,000. They have. 0 
employees — our whole factory. only 
has 300 workers and staff." The all- 
important personnel files of the factory 
were sequestered. and Song could no 
longer hire without the approval of the 
Transport Corp. | 

Song's objections to these acts 
became academic after he was order- 
ed to turn over all profits after tax 
and depreciation for unified handling 
and distribution by the Transport Corp. 
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The Zhengzhou Vehi- 
Î cle Factory (ZZVF) 
ig consists of a few small 
brick workshops on a 
narrow lot off a side- 
street in the Henan 
provincial capital. The 
factory employs a 





total of 300 workers and staff, and there’ 


is no production line — the small utility 
lorries produced here are essentially 
hand-made. In few countries could such 
a place be taken seriously as a manufac- 
turer of lorries, but ZZ VF has recently 
become extremely profitable, and the 
factory's controversial reformist- 
minded manager, Song Beifang, has be- 
come a kind of national symbol of the 
urban economic reforms and the prob- 
lems they have encountered. 

Song was appointed manager of 
ZZVF in October 1984, six days after 
the central committee’s “Decision” on 
urban structural reform. Factory output 
was seven small utility lorries a month. 
Song immediately brought in five con- 
sultant engineers from nearby Luoyang 
to help plan a major renovation. The 
factory's main yard and workshops were 
cleared of junk and rubble and surfaced 
with concrete. Equipment was over- 
hauled and rebuilt, and new arc welders 
purchased. Song reorganised the work- 
force and introduced a system linking 
wages, bonuses and other beneifits to 
productivity. 

The renovation project was com- 
pleted in less than three months at a cost 
of Rmb 500,000 (US$135,000). This and 
Song's reforms enabled the factory to 
gear up into the 1984-85 surge in invest- 
ment and increased production, when 
demand for cars and lorries soared. 
Song boosted ZZVF output to 35 lorries 
per month, and profits in the first quar- 
ter of 1985 alone were Rmb 170,000, 
50% more than that of the entire pre- 
ceding year, which had been the best 
year in the factory’s history. Monthly 
bonuses climbed to Rmb 50-60 and 
higher — more than most workers’ basic 
wages. By the end of 1985, ZZ ۷۳ total 
profits reached Rmb 750,000, and gross 
income rose to Rmb 6 million. . 

ZZVF seemed to be a textbook 
example of what could be accomplished 
even in a relatively backward factory by 


a dynamic manager under the new re- 


forms, but serious problems arose im- 
mediately despite the obvious success of 
Song’s new policies. From the start 
there was internal resistance from some 
cadres in the plant, in particular the fac- 
tory party branch secretary, Fu 
Qingzhu, who had been manager of 
ZZVF before Song arrived. 

e Song's most serious problems con- 
cerned another company in Zhengzhou. 
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. Who vill Bic you 
_ superior service on 3 
` your next trip in Asia? — 








Problem Solver Kelvin Ong—Duty Manager A 


The wonders of travel have long been 
extolled but its woes can be legion. 

At Holiday Inn we keep this in mind 
always, offering you a staff committed solely ۱ 
to service. Were re-defining customer service EB 
with people wno accept the responsibility to go 5 
beyond mere titles and become Problem 
Solvers — at all levels. 

Service to us means keeping the sense of 
wonder and eliminating the woe — because we | ٩ 
care about the small things in life. 5 





« Inn... 4 
Wecare boi the small things in life. 


AX a 
Holiday Sm 9 


International-Asia/Pacific 


For further information and reservations, contact your travel agent, 
any Holiday Inn hotel or our Regional Director of Sales, 
c/o Holidav Inn Harbour View Hong Kong. c 
TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. ‘ 
Tel: 3-7215161, Telex: HX 38670, Cable: INNVIEW. 7 


Holiday Inn Hotels in Asia/Pacific 
Bangalore * Lido Beijing ° Bombay * Colombo * Golden Mile Hong Kong 
Harbour View Hong Kong * Islamabad * Johor Bahru * Kanazawa e Karachi 
City Centre Kuala Lumpur * On The Park Kuala Lumpur * Kuching * Kyoto 5 
Manila ۶ Nagasaki ۶ Nankai-Osaka * Narita ۶ Penang * Park View Singapore 
Royal Singapore e Surfers Paradise Australia ۰۶ Menzies Sydney " 
Tokyo * Toyohashai * Yokohama 
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It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the moSt 
authoritative newsletter of its kind. 


‘CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 





. ou Could Gather It Yourself 

. ou probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 


mystery and much of the risk in doing business with 
China. 


Small Investment... Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


Post this coupon today! 


“irculation Manager, 
‘ar Eastern Economic Review, Ltd., 





Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. 


FAR EASTERN ECONOMIC REVIEW e 9 OCTOBER 1986 


| 
| 
G. P. O. Box 160, Hong Kong. | 
Please enter my one year subscription (12 issues) for | 
the CHINA TRADE REPORT. | enclose a cheque/ | 
money order of made out to the Far Eastern | 
Economic Review. Or, please charge my credit card | 
(tick one): 
American Express ÛJ Diners Club L1 | ۱ 
MasterCard O Visa Û | 
(Please print in block letters) | 
Card No: | 
Exp. Date: ۱ 
Signature: | 
Name: | 
Address: | 
| 
| 
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Leaving and returning 


New influx of refugees sets back repatriation moves 


sian Foreign Minister Mochtar Kusu- 
maatmadja and suggested that the 
International Red Cross be stationed in 
[rian Jaya to monitor the safe return and 
settlement of people being voluntarily 
repatriated. 

Indonesia has in the past refused to 
allow the UNHCR a permanent base in 
Irian Jaya. Now Jakarta has rejected — 
for the foreseeable future at least — the 
Red Cross proposal. The Indonesian 
Government's reservations about direct 
international involvement centre round 
what it sees as a potential for outside in- 
terference into internal policies. In- 
stead, authorities in Irian Jaya ha 
agreed to what they regard as a cor.. 
promise by allowing Catholic priests 
to meet returning groups. In fact, 
several hundred Irian Jayans who 
have gone home this year now live in 
missions. 

While the UNHCR welcomes the 
church involvement, it is still not 
willing to give camp inmates any 
guarantee of safe return until there is 
formalised international monitoring 
on the Indonesian side. 

So, with prospects for voluntary 
repatriation diminished, plans to re- 
settle camp inmates away from the 
sensitive border area are taking 
centre stage. Relocation into a few 
inland areas would deprive anti-In- 
donesian guerillas in Irian Jayan 
jungle hideaways of access to family 
and supporters in the present camps 
— an issue which has caused past ten- 
sions between Port Moresby and 
Jakarta. Combined with possib 
economic development such .. 
plantations, resettlement would also 
reduce the logistic problems of over- 
seeing and feeding a scattered and often 
remote refugee population. 

At the beginning of this year, a 
UNHCR official from Bangkok visiting 
Port Moresby was optimistic: about 
prospects for a prompt internal resettle- 
ment operation. However, Papua New 
Guinea €laims UN funding was sub- 
sequently delayed because of budgetary 
shortages in Geneva. Prime Minister 
Paias Wingti complained publicly that 
US$2 million had been expected this 
year towards a US$3.5 million resettle- 
ment programme but the UNHCR had 
only provide US$224,000 so far. 

“I must say that the government is 
more than a little disappointed with the 
UNHCR and that organisation's appa- 
rent inability. to meet its part of the 
agreement over the problem," Wingti 
on 2 Sep- 
tember. l | 
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According to well placed : 


told a lawyers” conference 


By lan Andrews in Port Moresby 


A new influx of refugees from Indo- 
nesian-ruled Irian Jaya into Papua 
New Guinea and failure of a UN initia- 
tive in Jakarta have set back efforts to 
stabilise the border situation. 

The latest arrival of more than 700 
men, women and children in early Sep- 
tember at an isolated Papua New 
Guinea Government station called 
Yapsie underlined the unpredictability 
of cross-border movement. Most came 
from around the Kiwirok area of Irian 
Jaya. Their leaders claimed- people 
panicked in the wake of five arrests by 
red-bereted Indonesian soldiers. Some 
said unruly members of the military, in- 


Refugees: slow voluntary repatriation. ۱ 





cluding a number with long hair, took 
goods without paying for them and sex- 
ually molested village women. 
Large-scale border crossings began 
early in 1984 in the wake of clashes be- 
tween lrian Jayan independence ac- 
tivists and Indonesian security forces. A 
recent survey has identified a gradual 
drift across the 760-km border, swelling 
refugee camp populations from about 
10,000 to more than 12,000. Seventeen 
makeshift camps are provided with food 
and medical supplies by the United Na- 
tions High Commissioner for Refugees. 
The slow pace of voluntary repatria- 
tion — only about 760 people have re- 
turned — led to recent behind-the- 
scenes representations by the UN to In- 
donesia. 
sources, the Geneva-based UN High 
Commissioner Jean Pierre Hocke per- 
sonally raised the matter with Indone- 
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d to leave and remained 


January he was barred from the factory, 
his personal effects removed, and the 
locks on the office doors. changed. A 
new factory manager from the corpora- 


` | tion took over ZZVF. 


The story might have ended there if 


it had not been for the influence of the | 


Chinese press. Four students from the 
journalism department of Zhengzhou 


| University who began visiting the plant 
| in 1985 quickly become aware of the an- 
.| tagonism between Song and the Trans- 

| port Corp. After his dismissal, they 


wrote a report which was submitted to 


| Xinhua newsagency. 


Xinhua's Henan bureau and the 
Zhengzhou journalism department sent 


| a joint letter to the People's Daily in Pe- 
king, which then dispatched two inves- 


tigative reporters to Zhengzhou. “They 
were up late every night," one local offi- 
cial said, "listening to people from both 
sides." £ 


: EI People's Daily ran a detailed 


front-page story about Song on 23 
April 1986. An accompanying commen- 
tary charged that some local authorities 


RY OS Ny ae 
| refuse ۱ d 
factory for several weeks, b 


| were still exercising “brutal interven- 


.| tion" in the operations of enterprises. 
| Bythis time, the Zhengzhou party com- 
. mittee had already decided to recon- 
sider the case, and on 27 May Song was 


reinstated as factory manager. The 
three cadres dismissed with him re- 
turned as well, and ZZVF was sepa- 
rated from the Transport Corp. Produc- 


tion has been restored, Song said, 


though sales have apparently not yet re- 
turned to the levels of early 1985. 

Song said that similar problems exist 
in other factories in Zhengzhou to vary- 
ing degrees, “but none as serious as 
here." As far as Song is concerned, 
however, the incident is by no means 
over. "The director of the transporta- 
tion department doesn't know how to 
manage an industrial operation, but he 
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. has power," he said, while the secretary 


of the corporation “does not understand 
industry or management." 

Song said that these two cadres still 
deny the truth of the People's Daily re- 
port, and he believes that they have not 


yet given up trying to overturn him. 
“Those who obstructed reform «and: 


persecuted reformers have still not been 
criticised and dealt with." 

Song said that on the day his 
reinstatement was publicly announced, 
the manager from the Transport Corp. 


L re] 


| withdrew Rmb 45,000 of factory funds 


which was transferred to his unit for 
supporting its retired workers under the 
directives issued in 1985. “They still 
have our Rmb 45,000, and they still 
have our personnel records. The muni- 
cipal party committee is working on this 
problem every day, but the transporta- 
tjon department doesn't listen to the 
party committee," he said. 

— Robert Delfs 





The gre 
trade route. 


Europe, Asia, two vast mar- 
kets. A great trading tradition. 

From telephone systems in 
Stockholm all the way to ship- 
building in Shanghai, there's a 





billion opportunities. 

Banque Indosuez is in every 
country in Western Europe 
— were the only French bank in 
the four Nordic countries — and 
we re in 22 countries throughout 
Asia and the Pacific. 

Ready to combine forces with 
you on the great trade route. 


Banque Indosuez, present in 


65 countries, opens up a whole 
world of opportunities. 


A Ml ie 
d AN BANQUE INDOSUEZ IS 
9 OLM: telephone systems Head office : 96, boulevard Haussmann, 75008 Paris. 


M " Ul I p 


BANQUE INDOSUEZ. 
i WHOLE WORLD OF OPPORTUNITIES. 











Peter Warr, JPS Team Lotus, England. = SATS NRN ae DA 


WE SHOW A DEEPER UNDERSTANDING 
OF BUSINESS COMPUTING. 


Have you looked closely into your company's computer requirements? 

It can be a bottomless pit for the unwary, with many vital 
questions to be asked — and answered - before making any decision. 

For instance: does the computer exactly fit your business? 

Or will your business, and your working methods. have to change 
to fit the computer? 

Philips has the answers. Our aim is to offer a solution that mirrors 
your needs and your organisation exactly. A perfect reflection, 
without distortions or ommissions, of every aspect of office auto- 
mation, telecommunications, and business and personal computing. 

It's an approach we call SOPHOMATION. 

SOPHOMATION offers you a choice of starting points, and 
a choice of fully-compatible systems to protect your investment 
into the foreseeable future. 

Our range of personal computers, for instance, gives 
you the flexibility to match your business needs precisely. ۴ 

See how JPS Team Lotus is using the Philips PC 
in the high-speed world of motor racing: 


‘To win a Grand Prix takes teamwork. 
Philips is undoubtedly part of our Team.' 








VANNES 










"Formula 1 racing cars are a unique breed, 
says Peter Warr, Team Manager and Director of JPS Team Lotus. 
‘Every part of the car- the chassis, engine and controls —is running 
at the furthest limits of automotive technology. 

‘It is essential to monitor the lifespan, service history and 
performance of each component - and that's where Philips joins the 
` Team. Our engineers use Philips PCs to keep track of every single 
valve, bearing, linkage - right down to the last nut and bolt. 

‘A vast amount of paperwork has been eliminated in this area 
alone — to say nothing of the accounting and financial applications 
that we are also running on the PCs.’ 

Peter Warr sums up: ‘Philips’ reputation for reliability fitted 
exactly with the approach of JPS Team Lotus. Our drivers - and 
— the whole team - can now relax and concentrate on winning more 
— Grands Prix" 

: Find out more about SOPHOMATION and the 
— Philips approach to office automation. Write for ۱ 
— further information today. to intormetion Management. 


Philips Telecommunication and Data Systems, P.O. Box 245, 7300 Apeldoorn, The Netherlands. 


PHILIPS 





THE 
REVIEW 
OF 
ADVERTISERS 
1985 


The advertising carried in the 
Review in 1985 represented 
every category from airlines 
and hotels, banking and fi- 
nancial services, liquor and 
luxury products through to 
shipping, industry, and many 
many more from over 550 of 
the world's leading com- 
panies. | 


With an average of 50 pages 
of advertising per issue and a 
total of over 2,600 pages 
through the year, the Review 
continues not only to be 
compulsory reading for 
senior executives conducting 
business in Asia but a com- 
pulsory part of any advertis- 
ing schedule aimed at Asia's 
decision makers. 


The Review's "Review of 
Advertisers 1985" contains a 
sample of every campaign 
carried by those companies 
promoting their message to 
the highest concentration of 
influential, affluent individuals 
available through any publi- 
cation in this region. 


If you would like a copy of 
this booklet, write on com- 
pany letterhead to: 


Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 
GPO Box 160 


Hong Kong 


Celebrate The Difference 





As five star service goes, you'll find 
the Kingfisher floor at the Pan Pacific 
Hotel pretty hard to beat. 

To start with, there'll be a limousine 
waiting for you at the airport and a 
quick check-in service at the hotel. 
A private lift with key card access 
and a butler on call all day, on your 
floor (not in the lobby talking to the 
bell boy). 

There's a Kingfisher courtesy lounge 
and an extensive library just down the 
hall from your room. 

Andas for the room, well, ‘impressive’ 
definitely isn't an overstatement. 

So the next time you visit Singapore 
keep us in mind. Because we can't 
imagine how you could put up with 
anything less. 





PAN PACIFICSINGAPORE 


Opens 21 November 1986. 
Ask your travel agent about our Early Bird 
package that entitles you to reduced room 
rates if you book between Ist September 
and 30th November 1986. 





Pan Pacific Singapore, Marina Square, 6 Raffles Boulevard #01-300, Singapore 0103. Tel: 336-8111 Tlx: RS38821 
PPSH. For reservations, contact: AUSTRALIA, Sydney Tel: (02) 264-1122 Tix: 71979 PPHSYD AA HONG KONG 
Tel: (5) 891-5720 Tlx: 72308 GMMC HX INDONESIA, Jakarta Tel: (21) 32-3707 Ext 1912 Tix: 44514 HTLSARI IA 
JAPAN, Fukuoka Tel: (092) 771-6655 Tlx: 723295 THCFUK J Osaka Tel: (06) 227-1347 Tlx: [ 25467 PHGTOKYO 
Tokyo Tel: (03) 214-3001 Tix: J 25467 PHGTOKYO MALAYSIA, Kuala Lumpur Tel: 291-3757/291-3782 
® Tix: MA 33722 PANKOR UNITED KINGDOM, London Tel: (01)491-3812 Tlx: 295860 TKKLON G UNITED 
STATES OF AMERICA, Los Angeles Tel: (800) 538-4040 (Groups) (800) 663-1515 (FITS) Tlx: 312699 PPH LSA 
CONCORDIA WORLDWIDEHOTELRESERVATIONS: Frankfurt Tel: (069) 74-0466 London Tel: (01) 730-3467 
New York Tel: (516) 889-0541 Paris Tel: (01) 293-4619. 39 PAN PACIFIC HOTELS An Ocean Of Hospitality 
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` Kokusai Secu rites Co, Ad — 





the opening of 
1 heir wholly-ow ned Subsidiary C ee | ‘ npany, " 
B NOK Isal i Securities Ee KOI 1 ١ 1 ; on nitet 
ab Mth Floor, 4. 
d ‘he Hong Kong: Club Buildir PER 
۱ 3A Chater Road, Hong ] ۹ con ng ER 
on Ist October, 1986. : 











Telephone:(5) 249029 
Telex pines 32 (KOKSE HX). 
Facsimile :(5) 291153 





Managing Director: Jobu Ito 


KOKUSAI SECURITIES CO.,LTD. 
TOKYO, JAPAN 


TEL:(03)348-7211 TELEX:J24172 (KOKUSAI J) 





The Grand Canal, Ve 


More than a holiday, it’s a celebration of life. 


Michelangelo’s ‘David’ in Florence; sit where 

Roman Emperors sat in ancient Rome; point you in 
the direction of the most elegant boutiques. We'll also 
give you more direct flights to Rome and help you 
plan the best money-saving ‘Intermezzo Italia’ tours. 
This year, come to Italy with Alitalia 

and celebrate life Italian style. For information, 

see your travel agent, or Alitalia for our free 
‘Intermezzo Italia’ brochure. 





Alitalia 


If you love things Italian wait until you’ve tasted 
them in Italy. There’s so much more to love 

and life. The fashion, the food, the wines, the music, 
the scenery, the architecture, the works of art .... 

it's more than a holiday, it's a celebration of 

life itself. But don't just come to Italy. Come to 
Alitalia's Italy. We can show you Romeo and Juliet’s 
balcony in Verona; let you sigh on the 


1 Bridge of Sighs in Venice; gaze in awe at 
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its services, ER doing ی مه‎ 
Dethi’s Central Bord of Second 
cation: a 


suffered an unexpe ted. ! 


|. FINALLY an item ud appea 
in the Bangkok Post, spotted by.Bar 
| Shaw, recording an item. from an Au 
| tralian publication:. 


oaa هم نس یزاف ساب کبس‎ nt Herrn amete 


Getting chilly 


| 

i 

i 

| 

i 

| 

| 

| 

| 

| 

| 

| FROM the Independent 
News, which serves the 

| Australian town of Frank- 





ston: “The woman claimed 
- that the man exposed him- 
self and 'started behaving 
in a disgusting manner’. 
Senior Detective Purcell — 
said that with the advent 
of. the — hosce this 



















` bottle of local be 


ing from their winter quarters to. the | 


their mating rituals. The Dutch try to. | 








€ BUT the French in France, who 


scorn to adopt the most obvious word (a 


computer in French is not a computeur 
but an ordinateur), sometimes create 
embarrassing results when ‘compiling 
additions to their vocabulary. John Kin- 
sella points out that the French Govern- 


ment organisation which offers insur- 


ance (assurange) to the country's ex- 
ports publishes a magazine luxuriating 
in the title: 


"mmm 


$ MEANWHILE a German product; 
designed to relieve headache, tooth- 


ache or rheumatic pains is, as Prof. 


Hans-Dieter Evers remarks, marketed 
under an ingenious trademark: 


ai: 


A father that the 


"the British headmaster who. sadly Ci 


cularised the parents of his pupils with 
the news that the annual fees were being | 
ی ی(‎ his secretary, |. 






“raised. 









Obviously not attended the 


the nose. 

e A TOUC HING le: comes from 
Gao Xuenren in the Netherlands where 
large numbers of frogs come to-a sticky 
end on the country's s roads while migrat- 


ditches and. muddy fields suitable. for 
protect them by closing roads or at least 


by placing rather explicit traffic signs at 
the most crucial crossing places: 

















tate. “the newsletter: 


E 6 of its July issue then new 
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identification requirements in Subpart D 





e AS the holiday periodi ending ar 
travellers return to this partof the world, 
a delightful pile of evidence attests to 
the fact that the English language is 
under assault all round thé world. 

The State Banking Department in 
Sacramento, . Cali "demands re- 
ports of deposits securities from 







local banks in almost incomprehensible 
prose in à letter wW 
person. TUAE 


"Gentle-‏ ی 


1 üblication ! 
Department of State, report- 










Î EDD access control system 
continues inside the building. where à 
Marine guard checks credentials | 





forc sh assistance: 






(a) E ligibility for refugee cash 
ussistance is hmited to those who— 

. (1) Are ineligible for cash assistance 
under the AFDC. SSI OBA, AB. APTD. . 
“and AABD programs but meet refugee 
` Cash assistance need standards: 

(2) Meet immagination status and 


Mer ro hx tree amenan: 


- As Bill Frelick remarks, it's refresh- E d | ta en 
- orally. Which: reminds me ot; a ‘story 9 | 





LA 


ing to know that Washington would not ` 
wish to aid dull-witted. refugees who: 


must prove their capacity; for. imagina: 


i 






they 


tive thought. 


@ AND then there's the. flyer. from the 
Institute for International Research of-« who. : 
«proper courses omitted. one of the Ns. 
from the phrase "p r m." One 
. the parents replied, noting the new fees | 

and added that Phe would prefer.to go on. 
.paying, as he always had done, through 


fering seminars at which mere secre- 
وم‎ can elevate themselves to the sta- 
< ^ 30f personal assistants which begins: i 
“Dear Manager, | 

A good secretary is worth. their 






weight in gold . . . but could develop. 
into an even greater asset to the com- 


pany. To be truely effective as a per- 
-sonal assistant they need to think like a 
manager.” 

But first, one might think, 
would need a course in grammar and 
spelling. 
€ ANOTHER institute, based in Van- 
couver, ran.an advertisement in the Fo- 
ronto Globe and Mail, presumably of- 
fering courses for those wishing to inter- 
. pret, but as R. S. Cosburn remarks, for 

anyone with experience in the courts, the 
freudian slip comes closer to the truth: 


TUITION 


LEARN to interrupt in Court in 
ony language. Correspondence 
course available from Geneva 
institute, E: 
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=m P ۳ lid quest 
istribution of the games." Under a 
formula which slowly took shape, the 
IOC suggested that North Korea host 
the table tennis and archery events, a 
quarter of the elimination round in foot- 
ball and serve as the starting line for the 
road-cycling rate — from Pyongyang to 
Seoul. 

It was also suggested that the North 
and South Korean teams march to- 
gether under their own flags in the 
opening ceremony and that the North 
take an active part in the accompanying 
cultural programme. 

South Korea accepted the proposal, 
but the North demurred, saying it 
wanted more events — a response the 
IOC refused to accept. As Pound put it: 
"We put our foot down and told them 
they had to go along with the formula, 
that we had to start with an unequivocal 
acceptance and then look at other tech- 
nical aspects. We think that what has 
been offered is fair and reasonable 
under the circumstances and if it is n 
acceptable, then it is not worth holdir _ 
further meetings." 

IOC officials acknowledge they are 
still not sure where Pyongyang 
stands and say they will not 
schedule a fourth meeting 
until they get a satisfactory 
response. They hold out some 
hope that the North's position 
may become clearer during 
the annual IOC session in 
Lausanne on 12-17 October, 
when delegations will be 
asked to give the 11-0 
executive committee author- 
ity to make a deal — as late as 
one year before the games — 
that is acceptable to both 
sides. 

Observers note that the 
last games were spread over a 
wide area of Southern Califor- 
nia and that often the yachting 
competition has been held, 
substantial distance from tl 
designated venue. Pound 
said: “If you want to stretch a 
point, then this [the current situation] is 
not a unique experience.” 
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Fe North Korea, however, it would 
be. Many observers believe that 
South Korea’s flexibility is motivated 
by its conviction that Kim is not serious 
in opening his country to Olympic com- 
petition and that even if he does go 
along with the IOC formula, he could 
just as easily pull out a day beforehand. 
Indeed, South Korean officials sim- 
ply say they are proceeding on the basis 
that they will stage every event — even 
with only a minute’s notice if need be. 
Judging by the sports it has set aside for 
the North, all of which can be easily re- 
scheduled at a moment's notice, the 
IOC: appears to share these reserva- 
tions. -HBU s j 
. Well-placed: sources said there is 
much debate in the IOC over Pyong- 
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Korean game-playing 


The North remains uncommitted on co-hosting the 1988 Olympics 


bility of staging some events in the 
North. 

The first two rounds of negotiations 
in Lausanne in October 1985: 0 
January this year involving the IOC and 
North and South Korea achieved little, 
with delegates from both countries pre- 
paring to trade rhetoric and not much 
else. But as IOC executive committee 
member Richard Pound told the 
REVIEW in a recent interview: *The ob- 
jective at that point was simply to keep 
the talks going." | 

More important, perhaps, Sama- 
ranch had been busy employing his con- 
siderable diplomatic skills. In 
November 1985, he attended a meeting 
of socialist sports ministers in Hanoi, 
coming away with an understood for- 





mula — nominally underwritten by the 
Soviet Union — to keep the concessions 
to a manageable size. 

If South Korea had been somewhat 
reluctant, it was given a large measure 
of encouragement in April when the 
Soviet Union and major Eastern-bloc 
countries sent delegations to the fifth 
annual meeting of the Association of 
National Olympic Committees in Seoul. 
Although, as a source put it, “you never 
know quite where you are with them," 
the North Koreans, too, appeared to be 
giving ground in behind-the-scenes con- 
tacts, gradually easing away from their 
initial demand for 13 of the sports 
events. ۱ 

It was at the third meeting in June 
that Samaranchv finally went public, 
proposing that'North Korea drop its in» 


sistence on co-hosting the games.and int | 


stead agree to what would be known as 


Seoul riot police face student demonstrators. - 


By John McBeth in Seoul 


paging if you can convoys of buses 
carrying upwards of 20,000 athletes, 
sports officials and journalists crossing 
one of the most heavily fortified borders 
in the world, and passing through 
frontline positions held by 60% of 
North Korea's combat-r&ady 750,000- 
man army on the road to Pyongyang — 
the very heart of President Kim Il 
Sung's closed society. 

Imagine it if you can: Pyongyang 
tackling the problems of accommodat- 
ing those 20,000 people; of providing 
ground and satellite communication for 
an impatient international press corps, 
and of organising the massive security 
screen necessary to shield its civilian 
population from something most North 
Koreans have never experienced — 
contact with the outside world. 

To a vast number of South Koreans 
— and many Western political and 
sports officials as well — the whole idea 
is so preposterous it could only have 
grown out of an opium dream. But it is 
what Pyongyang says it wants, and that 
is the issue which continues to haunt the 
1988 Olympic Games, five years after 
Seoul was selected as the venue. 

The Lausanne-based International 
Olympic Committee (IOC), headed by 
its president and former Spanish ambas- 
sador to Moscow Juan Antonio 
Samaranch, was clearly perplexed when 
Pyongyang demanded a 50% share of 
the games, ignoring the fact that the 
Olympics are awarded cities not coun- 
tries — let alone a divided one. 


“Here was a country that has nothing. 


to do with it, coming along after the fact 
and saying it wants half the games," said 
one international official, pointing out 
that the North Korean delegate had 
walked out of the IOC session in Baden- 
Baden, West Germany, after Seoul was 
chosen. “The first question was whether 
we should take any notice of it at all be- 
cause it really is an outrageous demand. 
But then you say to yourself, if we can 
arrive at some formula acceptable to the 
South which allows the North to partici- 
pate, then maybe it is worthwhile just to 
break the cycle of boycotts." 

The question came in for a good deal 
of discussion within the IOC and later in 
personal contacts between Samaranch 
and Soviet, Chinese and Japanese offi- 
cials in particular. Insiders say it was at 
this-stage that a consensus began to 
emerge on the best approach to take. In 
August 1985, Samaranch took his next 
step, paying a four-day visit to Seoul 
where he persuaded senior South Ko- 
fean officials to reverse their earlier po- 
sition and accept in principle the possi- 
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A slow boat 
to nowhere 


Time to ask Hanoi to take 
refugees back, says Britain 


By Emily Lau in Hongkong 


wo months ago, Nguyen van Chuc, 

his pregnant wife and his younger 
brother left ans Ninh in northern 
Vietnam with 10 other people in search | - 
boat sank near Macau. The Nguyens | © 
and two others swam to safety. The rest - 
drowned. The Macau authorities sent - 
them on to Hongkong where they ar- | 
rived on 28 September and were im- | — 
mediately put intoina “closed camp." | -. 

The Nguyens said they left Vietnam | — 
to escape military service and political 
oppression and had paid the equivalent 
of US$500 each for the boat ride. They — 
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had no idea they would be locked up in 
Hongkong but said they preferred it to 
the idea of going back home. E 

Just a few days before their arrival, a | — 
visiting British minister raised the 
spectre of repatriation as a long-term 
solution to the problem of the 8,500 | — 
Vietnamese refugees in the territory. | > 
David Waddington, minister of state at 
the Home Office, said the time had 
come for governments who have been | — 
taking in refugees to consider making a | - 
joint approach to Vietnam as to whe- 
ther repatriation was a possibility. How- | | 
ever, he stressed such a policy could not 
be pursued without Britain beingzsatis- 
fied that returning refugees "would.not ۲ 
be treated abominably." jeug ۳ 

He said public opinion in Britain 
would not countenance repatriation un- 
less some "independent organisation ot 
real prestige" like the United Nations | — 
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TUE S NOEL 1 zy enar e oa 
roads bounded on either side by 
minefields and at one point they would 
pass the fork-like stump of a poplar tree 
— the scene of the 1976 axe slaying of 
two American officers by the North Ko- 
reans. 

Some analysts have detected a meas- 
ure of hesitation in Pyongyang's coun- 
cils over the Olympics, which may in 
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turn reflect either worries over its ability - 


to pay the high costs involved — an im- 
portant consideration in a country 
which has found itself in increasing eco- 
nomic difficulties — or simply a division 
of opinion stemming from its own 
unique form of pathological xenopho- 
bia and secretiveness. si 


here is also the unpredictability of 

Pyongyang's actions on the interna- 
tional scene and the almost desperate 
way it has responded to perceptions that 
the South is getting too far ahead of the 
North. For example, the 1983 Rangoon 
bombing, which killed 17 visiting South 
Koreans including many of South Ko- 
rean President Chun Doo Hwan's 
cabinet members, was generally seen as 
Pyongyang's ill-conceived reaction to 
Chun's diplomatic offensive in the 
Third World — a domain Kim regards 
as his own preserve. This time around, 
Pyongyang may feel a share of the 
games may be its only alternative to pre- 
vent Seoul from scoring a breathtaking 
propaganda coup. 

Either way, the North has shown it- 
self to be bound and determined to in- 
fluence events. At a welcoming rally for 
Cuban leader Fidel Castro on 8 March, 
Kim called the 1988 Olympics “not a 
simple athletic question but a serious 
political issue." And in remarks that 
South Korean Defence Minister Lee Ki 
Baek later described as “downright 
threatening,” the North Korean leader 
said: “Our people cannot sit idly by — it 
is more than natural for us to oppose 
and reject the Seoul Olympic Games.” 

The Soviet Union, which along with 
most of the Eastern bloc voted against 
Seoul as the 1988 venue and continued 
to voice its opposition for some time 
after that, is understood to be pleased 
with the IOC's efforts and to have ac- 
cepted the distribution arrangement as 
it stands now. Of the Soviet Union's 
allies, athletic powerhouse East Ger- 
many has made very clear its intention 
to take part in the games after the disap- 
pointment of the Los Angeles boycott. 

` The Chinese also appear pleased 
with the IOC's effort, breaking new po- 
litical ground just recently by ignoring 
North Korea's boycott and authorising 
the first direct flights ever between Pe- 
king and Seoul to send a 428-strong 
team to the current Asian Games. 

But while all indications point to the 
entire Eastern bloc;participating, IOC 
officials are understandablyicautious. A 
lot, they say from expérience, rests on 
the state of East-West;tensions at the 
time ofthe Olympics. ۱1 
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yang’s sincerity, with some committee 
members putting the chances of events 
being staged in Pyongyang as low as one 
in 10. Other delegates take the view 
that Kim is serious — even if he may not 
have considered carefully all the impli- 
cations — and, far from throwing a 
monkey wrench in the works, he is in- 
tent on grabbing a share of the prestige 
that would otherwise go solely to South 
Korea. 

Seoul-based diplomats are still of 
two minds over North Korea's inten- 
tions and say Pyongyang's options may 
have narrowed following its failure to 
get support at the recent non-aligned 
conference in Harare for its demands to 
co-host the 1988 Olympics, its lack of 
success in hindering plans for the 
games, and the fact that only Cuba, 
Nicaragua and Ethiopia seem prepared 
to join a boycott of the games called by 
the North. 

North Korea is now attracting much 
ention by building at least one new 
idium in Pyongyang. It has also been 

busy refurbishing and enlarging others. 
Another intriguing development that 
suggests Pyongyang may be preparing 
the ground work for an influx of visitors 
is the unusual number of invitations ex- 
tended over the past few months to 
groups of 20-30 Western tourists from 
Hongkong. The last major competition 
the communists hosted was the 1979 
World Table Tennis Championships. 

A major issue is certain to be the 
mode of entry to the North for Olympic 
participants. Although there is no re- 
quirement for spectator participation 
under the Olympic charter, implemen- 
tation talks would centre initially on 
free access to venues and the use of 
Olympic identity cards as the basis for 
obtaining visas. Current estimates 
suggest this would involve about 10,000 
athletes, 4,000 accompanying officials, 
perhaps as many as 5,000 journalists, 

id representatives from the 164 na- 


ynal Olympic committees, the 25-30 


international sports federations and the 
100 or more IOC members and their 
spouses. 

The North has never had to contend 
with this number of foreign visitors at 
one time — and certainly not with so 
many visitors of different ideological 
stripes, who are likely to be more than a 
little curious about a country whose 
isolationist and sometimes draconian 
ways are matched only by those of AI- 
bania. 

While not ruling out the prospect of 
direct flights between Seoul and Pyong- 
yang, military observers in South Korea 
find it difficult to imagine tour buses 
shuttling across the demilitarised zone 
carrying games participants — and even 
chuckle at the prospect of a cycle race 
through the truce village of Panmun- 
jom, where American and North Ko- 
rean troops maintain eyeball-to-eyeball 
confrontation. In sontes places, the 
cyclists would be racing along narrow 
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< wou d like to see Bri- ^ 
tain taking a lead in accepting more re- - 
fugees. Last November, Britain offered 
to take 500 in 12 months. Meijer said 
other countries regard Hongkong as a 
British obligation and would only help 
out if Britain 18 prepared to accept its 
share. Waddington insisted Britain had 
not shirked its responsibility but Lon- 
don has not yet decided how many more 
refugees to accept in the coming year. 





a 600. 

Two years ago, the Hongkong Secu- 
rity Branch suggested dividing the Viet- 
namese refugees into economic and po- 
litical refugees, with the former being 
regarded as non-genuine refugees. It 
was accepted that the policy of 
categorising refugees would only be 
adopted if non-genuine ones could be 





sent back to Vietnam. The suggestion 


M eijer said resettlement was the least 
favoured solution. Other prefera- 
ble options were local settlement or re- 
patriation. Since 1975, Hongkong has 
accepted for permanent settlement 
14,500 refugees from Indochina. 

Last year, the Hongkong Govern- 
ment offered local settlement to 250 re- 
fugees who could not be resettled 
anywhere else. To qualify for such an 
offer, they have to be ethnic Chinese, 
economically independent, have been 
here since the late 1970s and have vo!- 
unteered. So far 70 have applied, an 
only 40 have been accepted, said Meijer. 








Gorbachov: diplomatic offensive. — "^-^ e: 


as ultimate goals. It also says that differ- 

ences over individual issues should 
not hinder international cooperation 
among communist parties. 

So the Soviet leadership seems to be 
aiming at broad unity in the world com- 
munist movement based on minimum 
agreement on international issues — 
meaning Soviet foreign policy. One 
beneficiary of this new Soviet flexibility 

| is the CPI-M. When the CPI-M broke 
ranks with the CPI, Moscow had de- 
nounced the former as a “splitter” 
owing allegiance to Peking. But in real- 
ity the 1964 split, though synchronising 
with the international communist 
schism, had little to do with the Sino- 
Soviet ideological debate. The Indian 
split was essentially rooted in domestic 
issues, more particularly in the CPI’s 
{national programme. 
|. The domindnt faction in the CPI 
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was not taken up because Vietnam re- 
fused to take them back. 

Peter Meijer, UNHCR deputy 
chargé de mission, said repatriation has 
always been àn option. The UNHCR 
has spoken to Vietnam and was told that 
repatriation was possible, but has to be 
done on a case-by-case basis. So far, 14 
refugees have been repatriated and they 
were children or people who had ar- 
rived against their will. As things stand, 
Vietnam was not prepared to take the 
refugees back en masse, nor would the 
refugees want to go back. 

Both the Hongkong Government 


| Moscow's Asian gambit - 


y A 
| Rival Indian communists in Soviet Asian forum 


lowing the Soviet line, though a few 
maverick parties were also represented 
as observers. The sole invitee from 
India was the Communist Party of India 
(CPI). The rival Communist Party of 
India-Marxist (CPI-M) — which was 
born of a split in the CPI in 1964 and was 
not recognised by Moscow or Peking — 
could not qualify even for observer 
status despite Romanian intervention 
with the Soviets on the matter. 

The Soviet leadership no longer be- 
lieves in the classical position that a 
country cannot have more than one 
communist party. Moscow has also 
shown flexibility in its attitude to those 
non-ruling communist parties it had not 
recognised before or those which do not 
fully support its ideological line. As a re- 
sult, the Soviets now recognise more 
than one party in some countries. 

In an attempt to cope with the 
changed international situation, the 
27th Soviet Communist Party congress 
held in February-March this year re- 
vised its 1961 party programme. The re- 
vised programme dropped the earlier 
reference to a peaceful transition to so- 
cialism, which was one of the major is- 
sues in the Sino-Soviet ideological dis- 
pute of the early 1960s. ۱ 

According to the revised Soviet 


party programme, communists in each 
country are free to formulate their own 


strategy and policiés, and choose the 
forms of struggle for immediate as well 
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was limited to parties known to be 1017 


| High Commissioner for Refugees 
| (UNHCR) was prepared to say condi 
T tion$ had changed in Vietnam and the 
.| time had arrived for repatriation. — . * 
an Waddington told a news conference 
.| on 26 September that London was look- 

| ing into the pattern of refugee arrivals to 
|- see whether they could be described 
| better as “economic migrants than re- 

fugees in the true sense.” : 
1 Government. figures show that 
| nearly all refugees who arrived in Hong- 
| kong since 1980 have been ethnic Viet- 
iB namese. Of the 1,112 refugees who ar- 
| rived last year, 30% were from the 
46 north and 70% from theesouth. So far 
| this year, up to the end of August, there 
| were 1,805 arrivals, of whom half were 
| from the north. 

| The UN’s definition of a refugee is 
| someone who has left his country be- 
| cause of well-founded fear of persecu- 
| tion due to racial, ethnic, religious or 
| political convictions. In 1981 the US 
| Congress passed a refugee act sticking 
| strictly to the UN definition, excluding 
| those who Waddington referred to as 


| By Mohan Ram in New Delhi 
i M oscow is planning to call a confer- 
| WWience of the communist parties of 
| the Asia-Pacific region sometime next 
||. year, a move which has raised consider- 
| able interest in the Indian communist 
| movement. A preparatory meeting of 
the invited parties is to be held in Mos- 
cow in early October to draft the docu- 
ments for the conference. 

The exercise would no: doubt rein- 
| force Moscow's diplomatic offensive in 
support of its new foreign-policy. pur- 
suits in the region spelt out by Soviet 
leader Mikhail Gorbachov in his 28 July 
Vladivostok speech. Among other 
things, the speech called for a rap- 
| prochement with China and detente 
_| with Japan to secure an Asia-Pacific nu- 
| | clear-free peace zone. ۱ 
E Although the initiative for the Asia- 

| Pacific regional conference followed 
- |. Gorbachov's speech, it is part of an 
| earlier and wider design to reunite the 
| splintered international communist 
..| movement under Soviet leadership. 
_| Similar regional conferences for West- 
.| ern Europe and Latin America have al- 
.| ready been held. The Soviet leadership 
_| hopes to call a world communist confer- 
ence in 1988. The last such international 
meeting was held in 1969 during the 
| Brezhnev era when the communist 
| movement was widely split as a result of 
. Sino-Soviet rivalry. 
_| e Participation at the 1969 conference 
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A bitter debate on ; M 
quality of education 1 E 71 
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By Hamish McDonald in Sydney " "i 
Boe the gearing-up of Australian | 
campuses into export “industries” is | 

a resurgence in demand from young | 
Australians ¿for school and college - ۱ 
places and a sometimes bitter debate | 
9 


about the quality of education. My. 


B 


The southern spring in recent years d | 


the “examination hell," notorious in 
northern climes, as final-year school | 
students sit for their major external test, | 
the Higher School Certificate. ae 

` On radio talk shows, the fairness of | 


comparative lists showing “perform- 
; ۱ ۱ f- EI 


kd 


h classroom: a question of standards: 





ance" by the top schools. Last year au- 
thorities were shocked by a burglary ata - 
government printing works in Sydney | 
and subsequent discovery that stolen - 
exam papers were being hawked around | 
city high schools. 
While this is accompanied also by | 
concern that too much of a student’s fu- |. 
ture is being staked on one particular | 
test, the exam fever is a sign that Aus- | 
tralia is pulling out of an equally worry- | 
ing problem in education — the factthat | 
until only three years ago it had one of | 
the lowest rates among industrial coun- E 
tries of children proceeding to’ the | 
senior years of high school, let alone ter- - | 
| 
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tiary education. -| 
At high schools, more students are | 
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| has seen an intensifying local version O gi 


questions in exam papers is raked over. | 
"When results come out, newspapers run | 
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۱ ees do not arouse muci 
y among the local po ulation, 
squalid conditions and have relatives 
waiting in China to come and join them. 
The government intercepts about 40 il- 
legal immigrants from China every day 
and all are sent back immediately. On 
top of that, 75 legal immigrants arrive 
from China daily to be reunited with 
their families. Some Hongkong people 
see the humanitarian policy of not turn- 
ing away refugees as something im- 
posed on Hongkong by Britain and they 
feel particularly resentful when Britain 
does not actively help Hongkong to rid 
itself of the refugee burden. 

Meijer said the 8,500 refugees in 
Hongkong are not a big problem because 
countries concerned can easily absorb 
them for resettlement. But this will not 
be done so long as refugees are still ar- 
riving, since that would only encourage 
more to come. The ultimate solution 
lies in reaching an agreement with 
Hanoi that no more refugees will leave - 
the country, he said. 












ties in the country. In the 1977 general 
election, with the ouster of the Congress 
from power for the first time since 
India's independence in 1947, the CPI 
stood discredited because it was the 
only opposition party to have supported 
the 1975-77 Emergency rule and its ex- 
cesses. 

Meanwhile, the CPI-M consolidated 
its mass base, achieved power in West 
Bengal and Tripurà, and became a force 
to reckon with on the Indian communist 
scene. So the Soviets began slowly 
changing their stance on the CPI-M. AI- 
though the CPI continued to maintain 
its formal recognition by Moscow, 
Soviet contacts with the CPI-M began 
informally through several front organi- 
sations. However, in the international 
game of one-upmanship, the Chinese 
party upstaged the Soviets by establish- 
ing formal party-to-party relations with 
the CPI-M in 1983. MEA 

. The steady improvement of the CPI- 

M's standing probably spurred the CPI 
to make bolder moves. The Soviet 
leadership has been supporting India's 
foreign as well as domestic policies con- 
sistently. But the CPI began pursuing an 
independent line since 1978, coming 
close to the CPI-M on many issues. 
Both Indian parties now endorse the 
government's pro-Soviet foreign policy 
but oppose its domestic policies. 

The new Soviet approach to non-rul- 
ing communist parties legitimises the 
autonomy the CPI has been asserting. 
In the process the CPI has had to recon- 
cile itself to being relegated as one of 
India's two parallel communist parties 
endorsed by Moscow. By participating . 
in the Asian regional conference the 
CPI-M would gain Moscow’s recogni- 
tion while proclaiming support of Soviet 
foreign-policy pursuits. oO 
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mated that around 3,000 are very dif- | 
ficult to resettle elsewhere. These in- 


clude those with criminal records; with 
close relatives here; with no relatives 
abroad, and young men who may be 
considered potential trquble-makers. 

Government figures show that 
Hongkong has a quarter of the region's 
33,000 odd refugees, but the resettle- 
ment rate is lower than that of other 
countries. On a regional basis, refugee 
arrivals in 1986 have gone down by 15% 
compared with the same period last 
year. But the number of arrivals in 
Hongkong has gone up by 97%. This 
was despite the closed-camp policy — 
the camps are virtual prisons — intro- 
duced in July 1982 to deter arrivals. 
Since then only 15 people have man- 
aged to escape and disappear. 

Of the 8,500 refugees in Hongkong, 
3.600 are in open centres where they can 
take up employment while 4,300 live in 
indefinite confinement awaiting reset- 

iement. Another 500 are awaiting de- 
parture for resettlement. 


leadership had supported the Khrush- 
chevian formulation of *national demo- 
cracy" as the immediate step in the two- 
stage revolution for India. In newly in- 
dependent countries like India, accord- 
ing this view, the national bourgeoisie 
was capable of leading the first stage to 
accomplish anti-imperialist and anti- 
feudal tasks. i ۱ 
A corollary to this leading role of the 
national bourgeoisie was the peaceful 
transition to socialism along the non- 
capitalist path of economic develop- 
mënt. In the Indian context it amounted 
to the CPI's support of the ruling Con- 
gress party's foreign and domestic 
policies. The dissident faction in the 
CPI, which later formed the CPI-M, op- 
posed this line and advocated a “peo- 
nle's democratic revolution" in place of 
he national democratic revolution, a 
-voncept which the Chinese Communist 
Party also did not accept. 
AS the split, the CPI had no diffi- 
culty supporting the Soviet position 
in the ideological debate while the CPI- 
M was equivocal — endorsing neither 
the Soviet nor the Chinese positions. In 
1968 the CPI-M, under pressure from its 
extremist ranks, examined the Soviet - 
position and found it wanting. But a 
similar thoroughgoing review of 
Chinese ideological positions was not 
carried out by the CPI-M. Such incom- 
plete airing of basic ideological issues 
led to a split in the CPI-M itself and the 
birth of Maoist splinter groups. 
The special political relationship the 
Soviet Union developed with India was 
reflected in the consistent CPI support 
to the Congress party and its successive 
governments, while the. CPI-M dis- 
layed a more militant posture identify- 
ing with the rest of the opposition par- 
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ge number of these are run by the 
Roman Catholic Church and are far 
from elitist. Many of the 500 or so new 
private schools to open over the past dec- 
ade are also religious, often formed by 
small fundamentalist sects. For the ex- 
pensive "grammar" schools, waiting 
lists are overflowing well into the 1990s. 

Generally, parents say the financial 
sacrifice is well worth it: their children 
are pushed harder to discover their 
capacities and are taught moral values. 
On the surface, private schools produce 
better academic results, with ex-pupils 
occupying about half the places in uni- 
versities. This could be equally put 
down to motivation inculcated in higher 
socio-economic families, though even 
the Roman Catholic parish schools (tak- 
ing many working-class pupils) do bet- 
ter in this regard than state schools. 

The growing power of this private 
education lobby has dampened objec- 
tions within the Australian Labor Party 
— in power federally and in four stat 
— to the continuation of federal pe 
capita grants to private schools, and has 
reduced the influence of interest groups 
associated with the public system. The 


5 
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Bond: academic shudders. 


Despite an increase in places over 
the past three years, between 9,000 and 
14,000 qualified local school leavers are 
left out after the 19 universities select 
their 112,000 Australian freshmen. 
With Australian universities, colleges 
and schools also taking 15,500 private 
foreign students at subsidised fees, re- 
sentment was perhaps inevitable. 


t the same time, demand has been 

rising in Southeast Asian countries, 
particularly in Malaysia, where moder- 
ately priced and well-regarded courses in 
Australia have long filled a gap for mid- 
dle-income ^Chinese students blocked 
from colleges at'home by the pro-Malay 
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the states are currently looking at a 
broadening of curriculums to allow more 
choice in senior years, and are looking 
for a form of certification that allows as- 
sessment of the academically bright for 
higher education without branding the 
less brilliant as failures. It is moves in 
this direction that have already account- 
ed for the rising retention rate. 


A further incipient debate lies in this, 
as the conservatives already allege 
that Australian schools have strayed too 
far from classic subjects into “Mickey 
Mouse” soft options and neglect to incul- 
cate either discipline or values. Anec- 
dotal evidence is frequently produced to 
back claims that present-day school 
leavers, particularly from government 
schools, cannot read, write or add up. 

The limited empirical-test results 
available contradict this, showing either 
no change or some improvement over a 
decade ago. 

Recent years have seen a steady 
movement of children out of the free 
public schools into private schools, 
which have about 25% of total enrol- 
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of students to the final year jumped 


_ abruptly in 1983 after lingering around 


35% for the previous decade, and is now 


put at about 45% (with wide variations 


among states and territories). Another 
6% of school-age students also attend 
technical colleges. 

This is still far from impressive by in- 
ternational standards, but does indicate 
progress towards a widely accepted goal 
of 12 years’ schooling for all children. 
How to get children to stay on at school, 


. and what to teach them, are subjects of - 
vigorous debate. 


To conservatives, parficularly those 
belonging to the New Right (REVIEW, 
25 Sept.), this requires a reduction in 
the inducements to leave school — both 
the high level of youth wages won by the 
trade unions for those who can get jobs 


and the rate and easy access to un- 


employment benefits for those who can- 
not or will not. Teenage dole recipients, 
they warn, are becoming a generation of 
“unemployables” without skills or work 
discipline. 

Unexcited by the prospect of un- 
motivated children being dumped back 


Degrees ofjprofit 


. New commercial university to attract Asian money 


interests. Federal Education Minis- 
ter Susan Ryan said it could have “dis- 
turbing long-term effects" and warned 
that the Bond University would get no 
funding from Canberra. University staff 
associations said it threatened both edu- 
cational standards and academic free- 
dom of inquiry. 

Free-marketeers — while some 
would deny it the title "university" with- 
out the inclusion of liberal arts subjects 
— have welcomed it as a competitive 
wind that could shake the complacency 
engendered in existing universities by 
assured federal funding and life-long 
job tenure for teaching staff. 

Critics such as Ryan doubt that Bond 
will be able to create the academic qual- 
ity that in turn will justify the high fees 
necessary to support such an institution. 
Instead it would attract only the stu- 
dents who could not meet entry de- 
mands of public universities, and even- 
tually come crawling to Canberra for 
supplementary funding, these critics 
fear. Some equally fear its success, say- 
ing this sould undermine the basis for 
tertiary funding across the board. 

Ryan herself set the stage for com- 
mercialisation in March 1985 by an- 
nouncing a cabinet decision on entry of 
foreign students to Australian cam- 
puses. With a resurgence of demand 
from Australian: students, spare capa- 
city that had-allowéd árrelaxed approach 
to' foreign studertoenrolments in the 
1970s has disappeared. 1 


8 p lans for a new private “university of 


applied technology" announced by 
businessman Alan Bond have sent 
shudders through Australia's academic 
profession but are a sign of a tough- 
minded new approach taking hold in the 
country that selling education to Asian 
students is a potential market to be 
exploited. 

The Bond University, to be opened 
in 1988 with a capital cost of A$125 mil- 
lion (US$79 million), brings together a 


coalition of interests not normally close 


to academe. Beer-baron Bond, who left 
school at 14 to become an apprentice 
sign-writer, is joined by Japan's pushy 
Kumagai-Gumi construction group. The 
project is endorsed by the notoriously 
anti-intellectual Queensland Govern- 
ment of former farm-boy Sir John 
Bjelke-Petersen, and will be located not 
far from the brash resort of Gold Coast 
on land Bond happens to own. 

Courses to be offered will have a 
strong practical bent: business studies, 
trade, technology, engineering, science, 
medicine, tourism management, com- 
munications skills, and Asian lan- 
guages. Salaries for staff will be set to 
draw in world class teaching talent. 
How students will be selected, if not 
simply by ability to pay, is something so 
far lefewague. 

In.àcountry that so far has reserved 
university, education to 19 public-fund- 
ed institutions designed on classic Bri- 
ti$h models, this has upset many vested 


boats LEE. Ae MUS £-- 
y. 1 ۲٩ ۷۹ 4Y An. eur thoe 
stay ng on beyond tf 


` | tendance age of 15. 














ETTE TREE ee 
مخ رح‎ EX pe ت‎ ae? rey رصم‎ 
O stuc ent choice 


vice-based economy, mathematics and 
science, and foreign languages. 


But the division of responsibility | 


among the states tends to make the di- | | 
rection of a national curriculum a mat- | - 


ter of persuasion. Canberra leads by 
providing teaching materials, as it did 
by producing a greatly admired Japan- 


ese-language textbook. The private | 


schools fiercely resist any attempt to 
have them réport on how they spend 
their federal money. Canberra is not 
only unable to tell schools what to 
study, but has only a vague idea of what 
children are studying. 

Available information suggests that 
Australian schools have not strayed far 
from the classic curriculum (except in 
the case of foreign-language studies, 


which have declined seriously as a result. 


of being made optional) and that a 
swing towards maths and science, away 
from social studies, is taking place of its 
own accord. 


tions with Indonesian authorities for 


compressing engineering studies into a 
two-year course. 
The most experienced institution is 


the West Australian Institute of Tech- | 
nology (WAIT) in Perth, soon to be re- - 


named Curtin University, which has 
been giving business courses in Singa- 
pore for several years, combining exter- 
nal study with short intensive seminars 
by visiting staff in Singapore and six- 
week stints in Perth for the students. 


As well as extending this kind of | | 


course, WAIT is engaged in an ambiti- 
ous study with Japan's Tokyu Corp. for 
an A$135 million second campus en- 
tirely devoted to full-fee study located 
at Tokyu's ailing Yanchep Sun City 


property development just north of. 


Perth. If the scheme is adopted some 
6,000 foreign students, with a small 
number of scholarship-funded Austra- 
lians, could be studying at Yanchep 
within 10 years.  . 

Perth is also the location of several 
private colleges aiming to bridge the 
transition from high school to university 
for foreign students. These include an 
A$60 million junior college being pro- 


moted by a former Australian entre- | - 


preneur in Jakarta, Kerry Collison. 
The economics of the education 
business are still unclear, but already 
some institutions plan for some surplus 
which can be added to their general re- 
venue. With lecture halls crowded and 
laboratories used in shifts until late at 
night, this offers schools the hope of a 
break-out from the funding squeeze 
from Canberra — at the cost of coming 
down from the ivory tower. | 
— Hamish 0 
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This suggests structuring within the | - 
classic subjects to encourage stujies | - 
widely deemed essential for the future | | 
development of Australia: English as | 
the means of communication in a ser- | - 
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pected, as several studies (such as the | 


Quality of Education in Australia report 
to the federal education minister last 
year by Prof. Peter Karmel's commit- 
tee) suggest the need for more re-train- 
ing of teachers and extra incentives for 
better teachers to stay in the classroom 
rather than take other jobs or become 
headmasters. Federal education offi- 
cials admit to a long-standing problem 
with the quality of people entering the 
teaching profession. 


deas sees a curious convergence 
of views between the Left and Right 
helping to fend off calls for a more “rel- 
evant" or practical school curriculum. 
His own position is that “the process of 
intellectual inquiry is as important as the 
body of knowledge acquired." Specific 
skills should be attained after school. 
Karmel also came down decisively 
for broad skills and adaptiveness, 
suggesting students should gain compe- 
tence in acquiring and conveying infor- 
mation, applying logical processes, and 
undertaking tasks as an individual and 
as a member of a group. However 
varied the curriculum, some structure 


posed A$250 “administration fee" 
levied on local students as well. 

Despite the groans from present 
foreign students and some ironic ac- 
cusations from politicians in Kuala 
Lumpur about prejudice, education au- 
thorities in Canberra feel this still leaves 
private students with a comparatively 
cheap education. In addition, Canberra 
also gives full subsidy to about 1,200 
foreign students under its aid budget. 


t the same time, the government 

freed universities and colleges of 
advanced education (CAEs) — federal- 
ly funded institutions giving vocational 
courses of university standard but 
mostly not involving pure research — to 
offer foreign but not local students 
places in special courses at full cost. 

In the 18 months since then, at least 
six universities and nine CAEs have de- 
cided to offer full-cost courses. Several 
have .already sent marketing teams 
around Southeast Asia and Hongkong, 
to sign up students for the 1987 
academic year at fees averaging around 
A$10,000 a year for a bachelor's degree. 

In certain others, such as Macquarie 
University in Sydney and Victoria's La 
Trobe University, the idea has been suc- 
cessfully resisted by academic "purists" 
and also by those who believe that the 
concept is the thin end of a wedge that 
once accepted will eventually see fees 
for local students. 

Many academics like the idea, but 
want to ensure that standards are main- 
tained. The Royal Melbourne Institute 
of Technology, for example, offers sev- 
eral of its courses. on:a full-cost basis. 
But last year staff.sabotaged negotia- 


EOE ERE T 






perm 


ing with 


cation grants directly to parents in the 
form of vouchers that can be “spent” at 
any school, public or private. 

The 170,000-member Australian 
Teachers Federation (ATF) is more on 
the defensive these days. Its militant 
campaigns in the 1960s and 1970s to get 
more resources devoted to education 
were largely successful, with class sizes 
coming down from around 35 to about 
20 pupils and more ancillary staff taking 
over administrative work. But recent in- 
dustrial moves seem to have taken it 
beyond community support. To a grow- 
ing number of critics the ATF appears a 
bastion of “wishy-washy” educational 
ideas carried over from the 1960s, and 
unwilling to admit any accountability by 
teachers. 

New South Wales Education Minis- 
ter Rodney Cavalier recently faced 
down teacher strikes and won a battle 

er the right of his department to shift 
e from one town to another. He 
also claims to have re-affirmed the role 
of school inspectors in evaluating 
teacher performance. 





Sydney University: rivals. 
bias in entry policy and from distant US 
and European schools by the high cost. 
One Australian academic recalls asking 
a visiting senior Malaysian minister 
about progress towards a Chinese uni- 
versity in Malaysia, only to be told: 
"Australia is our Chinese university." 
Steering between these pressures 
and with an eye to a new service indus- 
try, Canberra decided to cut the subsidy 
on private foreign students, with fees 
going up to about 45% of the estimated 
cost of a university place in 1987. For 
most undergraduate courses this means 
annual fees will have risen from 


A$2,500 a year in 1985,to A$4,500 next 
year, in addition ta) the recently im: 
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communism as the p y's 
programme, tp which all its e 
must devote their entire lives." 
In making policy decisions and plans 
“we should observe the principle of 
(which obliges 
party members to unify with the central 
| committee once a decision has been 
reached). In regard to academic issues 
andi issues relating to the arts, "we must 
abide by the. principles of the constitu- 
“tion and ensure academic freedom, 
: om of creative writing. freedom of 
| discus ion and freedom of criticism and 
























The ‘importance: of édücation and 
science are strongly endorsed. and the 
resolution broader is th .of open- 
» include cul- 
: ASIC 








‘tural and ideological € le 
unalterable state bulis "T fie da 
| “corrupt bourgeois ideology" remait.. 

| but subórdinate to indigenous feudal 





j tendencies. 


The resolution generally endorses 
political reform but with two important 
qualifications: “In urging reform of the 
i [sp structure, as sit Ds done of late, 


| of 1982. which d 


t democratic centralism" 


of. 
academic, literarv and artistic freedom | t : 
have been made party policy: The resol-* 

ution reaffirms the policy of opening to- 









tic position on Marxism and the recent. 


liberalisation of the © practice — 


the outside world and endorses recent | t: 








sed 
r en worked out by 


sS 
a n p work discip- 
ngt ened he | | 


1i 


discussions. of political structural re~ | 


form. 


The plenum offers an impórtant | 


glimpse of the party line-up in the cru- 
cial run-up to the 13th party congress. 
The leaders that emerge from that con- 


gress will probably dominate C hinese 
politics for the next half decade, = =s — 
Major reform initiatives in the’ past | ' 
largely confined to economic |. soc 
affairs. and conservatives had retained | = 
influence. in; ideological. 
and cultural affairs until this year. The | sr 
asserted their | u 





have been 


considerable 






reformists have now 


power fo redefine basic party policy. i X 
over a much broader range of issues; ex- |. tc 








the resolution ی‎ E pied S 
democratic dictatorship as a powerful 
weapon. In accordance with the law, 
“we should prosecute all hostile persons 
who sabotage our socialist system. 
punish all criminals including those 
guilty of economic crimes, and stamp 
out all unlawful activities detrimental to 
the: ی‎ s interests, RE UR as see 
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tending to the basic political structure of | 
. thé regime. 


R eshaping conservative weapons into 
reformist tools is evident inthe dis- 
cussion of mobilising the people around 
the common ideal of making China 
prosperous. Building a truly communist 
society is the “ultimate ideal of our 
party," the resolution says, and ^social- 
ism with Chinese characteristics" is in- 


dispensable in the transition tó such an 
ideal. Therefore, ' 


‘any communist who 
lacks faith and dedication in this actual 
Struggle has deviated, wittingly or un- 
wittingly, from our ideal and has ceased | 
to be a politically conscious communist 
fighter.” 

"Deviation «is a charged word which 
has not previously been applied to cri- 


tics of reform, suggesting stronges inter- | 





n: 


Central Committee, meeting in its | 


and Chen Yun, with Deng seated at the - 


within . 
“resolution continues this pro- 


E anti dogma 












y eben Delfs in Peking 
e Chinese Communist Party's 12th 


th plenary session on 28 September, 
dopted a "resolution-on the guiding 
iples for building à socialist society 
advanced culture and ideology. 
"he plenum also sét the 13th National 
'arty Congress for October: 1987. but 
not discuss the agenda. - 

The one-day session, preceded by a 
ene “preparatory” meeting, was 
i by politburo: standing commit- 
‘e members Deng < Xiaoping. Hu 
'aobang, Zhao Zivang, Li Xiannian 


























centre. The plenum also heard an eco- 
nomic report by politburo member Yao 
Yilin, the contents of which have not 
been disclosed. 

This was the first time ideological 
questions have dominated a central 
committee meeting in the post-Mao 
era, in itself a response to challenges 

posed by conservative leaders, notably 

Chen, at the extraordinary national 
party conference in September last 
year. But it is unlikely that this resolu- 
Aion is what Chen had in mind: 

o In the past nine months, the-reform- 
‘have been able to defuse the prob- 
(m. of "unhealthy tendencies" 
the party asa political issue and shift the 
focus of debate to the need for academic 
'eedom, mass supervision of the party. 
nd other. aspects of political’ reform 
RE VIEW, 29 May 
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the IBM PC Convertible. 


lake it wherever business takes you. 





. ofthe best-selling PC software programs. 
T The PC Convertible's uncramped 

E keyboard has the same functions 

as those of other IBM PCs, and 


its crisp flip-up screen displays a full 80 columns 
by 25 lines. Fo HEISE 





Frequent flyers benefit from our [Ri a1 
programs... Whatever software you | i 
normally use, the PC Convertible’s = 
available pop-up mini programs will 
make life on the road a lot easier. 


In the middle of a spreadsheet, for 






Introducing 


Now there’s an IBM Personal Computer " 
you can use when you're in the office. And 
when you're not. The new IBM PC Convertible 
gives you the power of a desktop computer even 
when you're not at your desk. 

On the road, use its easy-to-read flip-up screen and 
rechargeable battery. Back at the office, simply 
remove the flip-up screen and attach an optional 
adaptor and monitor. 


A full-size PC in a convenient new size. With the 
PC Convertible's two disk drives and up to 512KB 


of memory, you have plenty of power to use many 


Little Tramp character licensed by Bubbles Inc, s.a. IBM is a registered trademark of International Business Machines Corporation 


1e optional PC Convertible printer snaps 


Pick one up today. 
It's not hard to do. 

The PC Convertible 
weighs just over 5'2kg, and 
the price is light too. Visit an 
IBM Authorised Dealer or 
call your IBM marketing 


representative to see the new 


IBM PC Convertible in action. 













xample, you could summon 
n appointment calendar, a phone 
st, a calculator or a notepad. ‘Touch a key 


nd you're back in your spreadsheet. 


lew 3.5-inch diskettes. Smaller, but bigger. 

he PC Convertible uses 3.5” diskettes. Smaller 
ian the kind you may be used to, yet able to hold 
wice as much information. And if you already own 
n IBM PC, transferring data to and from the PC 
onvertible is easy. All you need is an option called 
26 IBM 3.5” External Diskette Drive, which hooks 
p to your existing PC. And speaking of options, 


At ScanDutch, we believe these are 
the moments when you'll appreciate us 
most. Thanks to an abundant supply of 
containers, we generally can put a unit 
at your disposal within hours. For ship- 

ments that not only have 
to be there in a hurry but 

, also require special hand- 
ling, we'll lend you the 
support of a ScanDutch 
Stowage Advisor. 

On the receiving end, you'll like the 
speed with which your goods are 
discharged and brought to your doorstep. 

So when you can, plan ahead using 
ScanDutch’s reliable fixed-weekly sail- 
ing schedule. And when you can’t, call 
us anyway. We know how demanding 


your business can be. 


Regional Office, Hong Kong: 
ScanDutch Limited, Far East Management 
Tel.: 5-8921808 


n an ideal world, last-minute measures 

would be forbidden. Consumers 
would buy in predictable patterns 
instead of unforeseeable waves. And 
rather than taking eleventh-hour steps 
to fill rush orders, you 
could plan for them 
long in advance. The 
“ideal”, however, is pre- 
cisely that - the way 
youd like events to 
unfold, not necessarily the way they 
take place. 

For instance, what manufacturer 
hasn't worked into the night to fill a 
last-minute request for his product? For 
that matter, what consignee hasn't wait- 
ed “patiently” for his goods to be clear- 
ed through customs? 
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۱ 3 | 
be overlooked is that this period oc- . 
cupied a comparatively small actioni 3 
Japan's total recorded history, during. 
most of the rest of which a busy — not tc o | 
say frantic — intercourse ۵ en. 
Japan and the rest of the world Wer 
progress, and that sakoku ended 13: 
years — seven generations — ago. It is 
remarkable, to say the least, that. it 
should have left such an abiding legacy 
with Japan’s policymakers. 

If Nakasone’s remarks have a mean- 
ingful “context” it is a deeply ironical 
one — and one furnished not by govern- ; 
ment statements but by the t 
imagination. In this imagination, Japa 
often chooses to see itself as a champion | | 
of downtrodden peoples. This cham- 
pionship was among the government's - 
— and the Imperial Army's. — stated | 
reasons for wartime "advances" into - 
colonial territories ۰ Today. | 
many commercial films depict J apanese | 
as the friends of ethnic E | 
minorities, helping them to combat. the | 
inherent racism of Whites. " | 

In one recent example a Japan | 


\ 


York so that she can attend her al- | 


 coholic father's funeral. Her father was - n 


19 


driven to alcohol, the film explains, be- | 
oe his wife had “run off with a White | 
man." To this explanation, the original | 
Scri had added the words “as most | | 
Black women do,” but these were omit- | 
ted at the insistence of the parents of des | 
little girl who played Kali. 3 
JT 
T film strove to give the i impression | 
of a bond amounting to ge 
brotherhood between Japanese and © 
Blacks. This is an idea which, in turn, 
strengthens the strong vein of self mes 
that runs through the collective M | 
ese imagination, a vein which results | 
from time to time in such books as the 1 
best-selling The Japanese and the Jews, | 
a vein which is actively encouraged by | 
rightwing thinkers bent on forging a | 
new “national identity," and which - 
thrives on the notions that Japan is. 
small, poor in resources, "misunder- - | 
stood" and, of course, atomic-bombed. 
Some might regard it as a further © 
irony that Japan's fellow-feeling for 
ethnic minorities has not produced - 
more concrete actions from the govern- H 
ment on behalf of, say, Vietnamese or - 
Cambodian refugees. But the govern- | 
ments argument here is perfectly in | 
character — Japan is a "small, resource- | 
poor" country, whose “racial homo- |. 
geneity” presents insurmountable diffi- | 
culties to people of other races who |. 
might wish to settle here. 1 
° The assertion of “racial homo- | 
geneity” is itself a major source of © 
irony, since Japan is certainly not with- | 
out its own ethnic minorities and has - 4 
treated them, by and large, extremely 
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- pop singer befriends a little Black girl | 
named Kali and takes her back to New 
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The strange context 


of being Japanese 


rural locatfon some 100 km from Tokyo, 
and to which no foreign representatives 
or reporters had been invited. 

Both speakers appear to have as- 
sumed that, the presence of the Japan- 
ese press notwithstanding, the “mono- 
racial” circumstances in which their re- 
marks were uttered rendered them sate 
from prying foreign ears. And also, in- 
asmuch as the remarks were not in- 
tended for foreign consumption, it was 
somehow a gross abuse of. civility for 
foreigners to notice them at all — and 
even more for the Japanese press corps 
to bring them to the attention of foreign 
wire services. 

Several years ago, a newspaper sur- 
vey discovered, to the clear astonish- 





Boat people in Japan: unwelcome guests. 


ment of editorial writers here, that some 
foreign residents were in the habit of 
watching the news on Japanese TV. It 
was already suspected that they 
watched films and possibly a handful of 
sporting events such as baseball and 
sumo wrestling. But that they watched 
the news in Japanese was, in itself, 
deemed news. What relevance to them- 
selves could they possibly see in news 
broadcasts, and how could they con- 
ceivably “understand” them? 

The attitude is often explained, both 
by Japanese and non-Japanese 
apologists, as being a legacy of the 
period known as sakoku (or “closed 
country”), during which the shogun's 
subjects were forcibly prevented from 
travelling abroad and foreigners were 
likely to be beheaded or, if they were 
missionaries, crucified. What tends to 


By Alan Booth in Tokyo 


oming, as it did, in the immediate 

wake of Prime Minister Yasuhiro 
Nakasone's dismissal of Masayuki Fujio 
as education minister for remarks that 
were interpreted, in Japan and abroad, 
as attempts to justify Japan's annexa- 
tion of the Korean peninsula and other 
wartime adventures, the prime minis- 
ter's own widely quoted statement that 
"because there are Blacks, Puerto Ri- 
cans and Mexicans in the United States 
[the intellectual level there] is far lower 
on average [than Japan's]." caused a 
predictable fuss. 

Ethnic leaders in the US and some 
congressmen angrily demanded formal 
clarification or retraction, opposi- 
tion leaders in Japan accused Nakasone 
of “myopic nationalism” and compared 
his remarks to Adolf Hitler’s utter- 
ances against the Jews, and Japanese 
Government spokesmen insisted by 
way of reply that the prime minister’s 
statement had been quoted “out of con- 
text.” 

It is hard to see what difference “con- 
text” could make to a statement whose 
content is so crystal clear. Nakasone 


was simply reiterating one of the funda- - 


mental unwritten creeds of conservative 
Japanese politics that "racial 
homogeneity" is a good and superior 
thing, that it contributes greatly to cul- 
tural and intellectual prowess, and that 
it is one of the chief foundations of 
Japan's post-war economic strength. 

To compare the prime minister's re- 


— 


mark with those of the dismissed educa- 


tion minister may be deemed unfair, but 
the two speakers have at least this in 
common: they. seem to have assumed 
that their comments, made in Japan, 
were immune to foreign criticism be- 


cause they would not be noticed abroad 


or, if they were, would not be *under- 
stood." That foreigners do not “under- 
stand" Japan, its people or its language, 
and that the things that happen within 
its borders — such as the publication of 
high-school textbooks which play havoc 
with historical fact — are "internal" mat- 
ters and have nothing to do with people 
who were not born into the race, are two 
more of the Japanese conservative es- 
tablishment's fundamental beliefs. 

Fujio made his ill-fated remarks to a 
Japanese reporter when no foreigners 
were present, and they were then pub- 
lished in a Japanese-language weekly 
magazine whose foreign readership is 
negligible. Nakasone made his remarks 
at a private seminar for members of the 
ruling Liberal Democratic Party at a 
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key words are *national" Pond و‎ ý 
and the implication — the bold asser- 
tion — is that cultural “knowledge,” 
at least where things Japanese are con- 
cerned, derives not from interest or 
training or study, but from an “intui- 
tion" or “emotional consensus" that 
is available exclusively to people 
born Japanese and can flourish only be- 
cause of racial homogeneity. The boun- 
daries of comprehension are seen as 
being circumscribed by race. From com- 
prehension it is but a small step to intel- 
lectual ability, and from ability to 
superiority. 

On the same day that Nakasone was 
proclaiming the intellectual benefits of a 
monoracial society, a young Japanese 
violinist received the Gold Medal at the 
International Violin Competition in In- 
dianapolis. Apparently, no one at In- 
dianapolis thought that, in order to 
"understand" violin music, one must be 
born into the same culture, and have the. 


FINANCIAL TIMES 





place, what were the opposition's plans? 

London has a long history as an op- 
position centre in the Subcontinent's 
political history. Mohammed Ali Jinnah 
and Muhammed Iqbal, Pakistan's 
founders, were both educated and lived 
for long periods in London. Even the 
name Pakistan was first devised, not in 
the fertile plains of Punjab, but by a 
group of Indian students at Cambridge 
University. The Muslim elite in undi- 
vided India spent their summers here 
and after Pakistan was created, habits 
did not change. In 1958, when Ayub 
Khan seized power, he exiled his pre- 
decessor to London. Zia did the same to 
Benazir Bhutto 25 years later. 

While, the well-heeled opposition 
leaders shop at Harrods and eat in smart 
restaurants, the fate of other political 
exiles is often more depressing. Hun- 
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Bhutto: summer syndrome. 






ars to its 's ud y. T lis . Ja- | 


common with the majority of his Cot: 
trymen, may never have seen a Noh 
play in his life, is nevertheless assumed 
to have an *understanding" by virtue of 
his having been born into the race. 


his is an attitude which many Japan- 

ese people are far from loath to 
parade before foreigners, and a de- 
pressing number of non-Japanese peo- 
ple seem willing to concur — particu- 
larly those who make a living out of 
teaching or writing about Japanese cul- 
ture, and who thus have a vested in- 
terest in helping to preserve the ethnic 
myth. 

Writing in the Japan Society of New 
York's newsletter, the playwright and 
critic Masakazu Yamazaki has this to 
say, for example, about motifs in the 
Japanese visual arts: "It is as though 
each motif represents a kind of national 
emotional consensus, and knowledge 
of what kind of sentiment or associa- 


| Radical chic in London 
is a Pakistani pastime 


roamed London in black leather outfits 
from his home in Hampstead, had a 
series of notorious love affairs and spent 
eight years in London deciding whether 
to return home or not. When he did last 


month, he was promptly arrested. 


Ex-ministers Mumtaz Bhutto and 
Hafiz Pirzada even set up a political 
party from London. It took two years 
before one of them actually returned 
home to practise the politics they 
preached. Zulfikar Ali Bhutto's closest 
adviser Rafi Razi opted out of politics 
altogether, bought a house near Rich- 
mond Park and is a consultant for the 
UN. They were finally joined in 1983 by 
Benazir Bhutto, who bought a small flat 
in the newly renovated Barbican com- 
plex, spent two years trying to rally the 
faithful and finally returned home. 

Other leaders were also in semi-per- 
manent, self-imposed exile. Pathan 
leader Walli Khan could be found at 
India House researching for a book, 
until his wife was caught shop-lifting at 
Marks and Spencers. Baluch leaders ar- 
rived with their tribal retinues and 
Ataullah Mengal has stayed on ever 
since. Poorer Marxist leaders took up 
residence in London’s suburbia and 
held conventions attended by the 
already converted. London corres- 

ndents of Pakistani newspapers 

roke more ‘stories, and filed more 
rs than ever. Who; was dining with 
whom, what new alliances were taking 


northern 'pairese neighbour, however, who, 








jg “aboriginal. "inhábitauts “of 
| Japan, the Ainu, suffered violent — not 
| to say genocidal — suppression and are 
today virtually extinct as a race. Their 
| treatment has been much like that of na- 
| tive Indians in the US, for whom, 
| nevertheless, the Japanese are sup- 


— posed (in the movies, at any rate) to 


1 have the same fellow-feeling as they | 


| have for Blacks. Okinawans have fared 
| little better, though they have suc- 
ceeded in preserving a semi-indepen- 

| dent culture far better than the Ainu. 


x 


| Tf there is irony behind Nakasone's 


| assertion that Japan is a racially 
| homogeneous, and therefore intellectu- 
. ally superior, nation, there is also a 
y widespread, deeply held belief — chief- 
. ly among people on the political Right 
| —that race is a governing factor in intel- 
an . lect, ability and behaviour; that, for 
.| example, a person not born Japanese 
` | cannot hope to comprehend a complex 
| traditional Japanese art such as the Noh 
'8 theatre, even though he may have de- 
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. By Ahmed Rashid in London 


Ox sure sign that political demo- 
| cracy could be returning to Pakis- 
tan is the sudden disappearance of 
. Pakistani politicians from London. 
| London has been the main home for 
. every leader in opposition since 1947. 
| Numerous governments have accused 
.| them of hatching “London Plans" and 
| “London Conspiracies.” In 1973, then 
| prime minister Zulfikar Ali Bhutto ac- 
cused Pathan and Baluch leaders of 
| hatching a “London Plan” to overthrow 
his government. On the basis of this and 
| other events 50 opposition leaders were 
| brought to trial in the famous 
| Hyderabad Conspiracy Case and their 
| parties were banned. 
۱ During the height of political repres- 
| sion under President Zia-ul Haq in the 
early 1980s, this correspondent counted 
. 150 known opposition figures in exile in 
| London, and that is not including the 
hundreds of persecuted party workers 
who led less glamorous lives here. 

At that time almost the entire leader- 
ship of the Pakistan People's Party 
(PPP) was in London. Ex-ministers and 
governors had bought expensive houses 
and flats in London's smartest areas. 
Many had extracted funds through cor- 
ruption during their years in power. The 
| beefy Ghulam Mustafa Jatoi held court 
in Knightsbridge. Now he has broken 
with PPP leader Benazir Bhutto and 
fogmed his own party. The ex-governor 
of Punjab, Ghulam Mustafa Khar, 
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15.3 in 1970 and 17.5 in 1974; The w 


has paid for economic success. “After | 
low suicide rates during World War II, 
he begins, “the Japanese suicide rate bit | 
a peak (25.2 per 100,000) in 1955 2 
declined until 1967, when the rate wa 
14.2. After that the rate rose again, 


seems to be still rising.’ 
What made Iga think that the rate 


may “still” be rising? “The Japan ۵ s| 
(6 May 1984) reported that ‘suicide both | 


| 
| 


8 


in Tokyo and the nation hit a record | 
high' in 1983." Iga failed to recognised] 
that this statement was misleading. 

Incredibly, Iga did not analyse Japan's - 


| 
suicide rates. He simply cribbed them | 
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charts. Despite Iga's | ۱ 


from official compendiums. According | 
to a Ministry of Health publication, the - 
"corrected" rates for the years Iga cited — 
(1955, 1967, 1970 and 1974) are 23.6, 
«oowws 11.6, 11.9, and 5 
suicides per 100,000 . 
population. This givesa 
much different i ue 
sion of how suicide has 
been changing in Japan. 
Iga is convinced that | 
if. suicide rates were- 
available for Japanese 
writers, "they would 
no doubt be extremely | 
high." He even attempt- 
ed to estimate a rate 
that is indeed high. ' 
Since six out of the 0 
writers represented ina 
certain complete-works - 
series have committed | 
suicide, he reasons, 
then the suicidé rate is 
6,000 per 100,000. 1 
Unfortunately, Iga’s units ` are 
wrong. A suicide rate is suicides per 
100,000 living population per year. The 
6/100 ratio is the number of writers who . 
have committed suicide, among 100 
writers, the other 94 of whom have died . 
of other causes. Since about 3% of all 
deaths in the general population are due " 


to suicide, the suicide/death ratio for | — 
writers is only about twice that of the | - 


general population, 

Iga's chapters on values, culture and 
self-destructive adjustment, and Japan- - 
ese economic success are similarly | 
strewn with reefs that the reader must 
navigate with 
effort, which i lant enough/and in no 
way diminishes his. stature HS a. well ' 


meaning scholar, J apan 5 تال‎ told Vi 


remain essentially unmapp | Eng- | 


lish. But they are not well sdi d veda 19 


Japanese either. — William Wetherall 
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SOCIOLOGY 


Thorny price of success 


The Thorn and the Chrysanthemum (Suicide and Economic Success in Mod- | | 
ern Japan) by Mamoru lga. University of California Press, Berkeley. US$23. 


hy rewiew an academic book that 

scholastically fails? Only because it 
is bound to reach and misinform many 
people if, like this one, it bears a gim- 
micky title about a sensational subject, 
has been published by a major univer- 
sity press, and has a foreword written by 
two eminent mental health gurus. 

Japan’s suicide rates have either in- 
creased with economic success, or they 
have not. And since Iga is a sociologist, 
he ough to have stated his argument 
clearly and presented hard data. 

But Iga does not even mention 
suicide in his preface, in which he de- 
clares: “This book aims at attaining a 
balanced view of Japanese culture and 
searching for the social structural base 
of both aspects” of Japan, by which he 
means the “chrysanthemum” aspects 
which are 
and the “sword” aspects 
which are “negative.” 

In the first chapter, 
Iga claims that Japan- 
ese show great adapta- 
bility as a group but 
poor adaptability as in- 
dividuals. His purpose, 
he says, “is to find the 
common ground of this 
contradiction in cul- 
ture. This study of Ja- 
panese culture focuses 
on the contrasting ele- 
ments of suicide and 


economic success.” 
What does “con- 
trasting elements” 


mean? Was suicide not 
a thorn in the chrysan- 
themum before Japan became No. 1? 
Has the suicide thorn gotten larger and 
dug even deeper as economic competi- 
tion and success has increased? 

In the second chapter (called a 
psychocultural view of suicide), Iga 
reviews the three types of suicide de- 
fined by the French social scientist 
Emile Durkheim (altruistic, anomic, 
egoistic), and insists that the fourth type 
(fatalistic), which was only of “historical 
interest” to Durkheim, “is very impor- 
tant in discussing Japanese suicides.” 
This effort to be original, within the 
very narrow and controversial school of 
neo-Durkheimian  suicidology (Iga 
never raises a critical brow), ends as it 
begins in pure nominalism. 

The very Be eae of a section 
on suicide ating , women and 
۱۷ ۲۱۱۵۲5 ی‎ of Iga's 
non-thesis that Suicide is the price Japan 





| ea ی‎ do s so, "T first to ای دم‎ 
quite rightly, would have been the Ja- 
panese, among whom there is an in- 
creasing number of gifted international- 
level, Western-style musicians. 

But — alas — the pendulum swings 
one way only. The Japanese, as the 
world has learned during the past cen- 
tury, are capable of mastering practi- 
cally everything that the West has to 
offer. But that a foreigner might master 
something Japanese is still widely 
` deemed impossible by virtue of his not 
belonging to that determinedly and 
gladly "homogeneous" race. 

The extent to which the former edu- 
cation minister's assertions regarding 
Japan's wartime activities are shared by 
his countrymen is debatable. But the 
prime minister's remarks undoubtedly 
reflect a deep-seated, and perhaps in- 
eradicable, belief in the central i impor- 
tance of race in human affairs; a belief 
espoused by many Japanese people, 
‘both in and out of government. oO 





dreds of less wealthy exiles are escaping 
from long jail sentences, political re- 
pression and victimisation by the Zia 
regime. Recently on TV’s Channel 
Four there was a documentary about 
PPP workers leading miserable lives in 
the north of England as they applied for 
political asylum and were helped out fi- 
. nancially by Enotes or relatives. Many 
cannot speak English and have to use up 
precious funds u "hire lawyers to fight 
their case to continue to stay in Eng- 
land. If they were to return home, even 
now, they would face a grim future. 

No doubt when the Zia-Junejo re- 
gime finally gives way to another, and 
present government ministers become 
opposition leaders, another round of 
“London plans” will be hatched. The 
rampant corruption within the regime at 
present, some of which is broadly hinted 
at by the Pakistani press, points to a new 
round of house buying in London. 

The "London syndrome" in effect 
means that the commitment of Pakis- 
tani leaders is confined to only nine 
months of the year, for no matter what 
happens at home, summer must be 
spent in London. Their experience and 
knowledge of Pakistan's culture and so- 
cial services such as education or health 
are severely impaired — their children 
study abroad and they themselves rush 
to their Harley Street specialists at the 
slightest sneeze. They discuss with ease 
the latest London films and plays but 
rarely take an interest in the decimation 
of Pakistani culture over the years. 
When at home they retreat to their 
videos and catch up with the films they 
did not get to see in London. 

The first political leader prepared to 
investigate the holdings of politicians 
abroad will be a very popular’ leader, 
but such a figure has yet tc to appear on 
the Pakistani stage 7 
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dog Sige i 
ot capitals "Yankee and anti-com- 


munist depravity. It was here that Pilger 
claimed to have “bought” a young girl, a 
story that much offended the Thai Gov- 
ernment, until x was shown by jour- 
nalists on the REVIEW that the “sale” 
was staged by one of the drivers and 
general “fixit” men who hang about out- 
side the Oriental Hotel. 

The Bangkok seen by MacShane in 
the novel consists of little but brothels 


and live shows. “There were Thai men 


too, some were pimps. Some were the 
sons of generals. They all expected to 


BERTIL LINTNER 


| "A $ p Sls 
Vietnamese refugees: Hanoi apologist. 


Alice goes on to be initiated in the ways 
of love by a Chinese man. 

Kenjiro comes close to being a Ja- 
panese version of Jade. Elinor Mills ar- 
rives in Japan in 1862 about the time 
that an English man is killed by samurai 
clansmen who do not like the treaties 
which allow foreign barbarians to live ij 
Japan. Elinor ventures to Japan fron: 
Hongkong to visit her doctor brother, 
who secretly keeps a Japanese mistress 
but objects to Elinor's love for Kenjiro, 
asamurai interpreter and translator. 

One night, on the alert for anti- 
foreign extremists who might try to as- 
sassinate him, Kenjiro draws his sword 
on a shadow that turns out to be Elinor. 
Their friendship under the cherry tree 
quietly blossoms, and one day she 
realises how much she loves him and 
imagines *a naked samurai with a Sword 
held aloft above his head, with his penis 
in a state of large erection." 


linor thinks that Kenjiro loves her 

also, but is simply too unsure of him- 
self to say so. When she initiates a mar- 
riage proposal, he admits that he adores 
her too, and in their conjugal bed he 
confesses: “Why, I had my weapon 
ready for you the first time we met. Do 
you remember, digno 3 
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A communist love story 


The Last Man Out of Saigon by Chris Mullin. Gollancz. £9.95 (US$14.30). 


protection; MacShand is brought back 
to Washington to work for the “Com- 
pany” at its Langley headquarters. 

In Washington, in the early 1970s , 
MacShane falls for a girl wfo is not only 
a liberal democrat opposed to the Viet- 
nam War, but possesses a large framed 
picture of Che Guevara as well as a copy 
of At War with Asia, a tract by the neo- 
Marxist bore Noam Chomsky. They 
quarrel over politics, and eventually 
Josie pulls out of their shared apart- 
ment: “On the living room table, 
opened out flat, was the picture of Che 
Guevara. Beside it, the Chomsky book. 
On the title page she had written: “To 
the most insensitive man I ever met, 
love Josie’. 

Some of us might cofisidér that Mac- 
Shane was well rid of this trendy prig. 
However, he takes the Chomsky book 
in his luggage when he departs for 
Saigon a few days before the fall of the 
city on 30 April 1975. The CIA. has 
chosen him because all their resident 
agents are compromised. His job is to 
stay on after the communist victory, and 
try to re-establish a network of pro- 
American sympathisers. Again he goes 
under the cover of a journalist, employ- 
ed by Forum World Features, a small 
syndication agency based in London. 

On the way to Saigon, MacShane 


Appreciating Asian men 


É 


cores of novels must have been 


| S written around the Vietnam War, 


| but Mullin's political thriller is unique, 

as far as I know, because the com- 
 munists are the goodies and the Ameri- 
- cans the baddies. The author is a left- 
| wing British. journalist and Labour 
| Party parliamentary candidate, who vis- 
` ited Vietnam before its falê to the com- 


| munists in 1975, and has been back sev- 






a 


| + 


a 


| eral times since. 


The book has been praised in ad- 


| vance by another apologist for the 


. Hanoi regime, John Pilger, whose TV 
. documentaries on Cambodia after the 


| fall of the Pol Pot regime caused furious 


"Chris 
a distinguished | journalist, 
| proves himself in this book to be a fine 
| storyteller. ". Others might think the 
perk a blatant polemic against those 
journalists, including some on the 
REVIEW, who do not share the Mullin/ 


| controversy. Pilger writes that 
. Mullin, 


g " 


| 


E adulation of communist Viet- 
. nam. 


The villain, who later becomes the 
hero of the story, is called simply Mac- 
Shane, and works for the CIA. He had 


served seven years in Bolivia and Brazil, 


posing as a journalist for the Hearst or- 


ganisation. When Hearst discovered | 


that his newspaper chain was used as a 
cover for CIA agents, he withdrew this 


Kenjiro by Pat Barr. Warner Books, New York. US$4.50 (paperback). 


Barr has written two romances about 
an English woman who finds ‘much to 
appreciate in Asian men. Jade, first 
published in 1981 under the title 
Chinese Alice, is about an English mis- 
sionary's daughter who was born in 
China and witnessed the murder of her 
father in a 1870 massacre of Christians. 

“Held hostage, she and her brother 


‘are taken to distant Hunan, where, a 


child no longer, she finds herself first a 
servant, then the young concubine of 
the patriarch of the house of Chu,” the 
dustcover explains. “It will be many 
years of captivity before she escapes... 
only to find that she has little in common 
with the arrogant, stuffy Europeans 
who are supposed to be her own people. 

“We see the harsh clash of tradition 
and revolution through the eyes of a 
woman whose ‘unladylike’ intelligence 
and orwinality make her notorious 
among the Chinese and British alike — 
a woman of great spirit and vision, 
ideally suited to bridge the chasm be- 
tween two cultures that could not be 
more different,” the blurb continues. 


enjiro is what can happen when a 

female historian writes.an enter- 
tainment novel set in the country and 
period of her expertise. The results are 
more educational than literary, but the 
story is compelling enough to keep 
reading. British historian and novelist 


Pat Barr's non-fiction books include 


The Coming of the Barbarians, The 


` Deer Cry Pavilion, Foreign Devils and 


other titles mainly about 19th-century 
East Asia. 

Kenjiro is worth reading less for its 
story than for the feminist point of view 
from which it is told. English-language 
novels on Asia, particularly when it 


.| comes to sex, are predictable. The glut- 





. | tonous White (or Black) heroes who de- 


vour yellow women and suffer indiges- 


. tion from yellow men are probably the 
. verbal clones of their non-Asian male 


creators, Barr's sympathies are clear, 
and while her messages are often obtru- 
sive, they offer a refreshing alternative 


| to the macho style of writers like Eric 


Van Lustbader in Ninja, The Miko and 


` most recently Jian. 


rt. . 










plaining the criminal nature of the US | 
involvement in Southeast Asia. “He 3 
spoke as if he were a doctor . . . ‘If you | 
are to make a complete recovery, you | 
will need a long period of convale- | 
scence'. 4d 

The treatment includes sind | 
MacShane to work in a village neang | 
Haiphong that suffered from US bomb 14 
ing raids in the war. Digging ditches i | | 

"not as demanding as it at first ap- 
peared." The young women and chi d- 
ren greet MacShane with smiles and E 
share with hem their rice and vegetables 

"Lunch was followed by a dip in. 
fishpond and a snooze in the sha 
Sometimes MacShane would chase on 
of the girls along the dyke, scooping u 
water with his hands and splashing her 
to cheers from the others. They we 
smashing kids without an Ounce 
guile." 

MacShane falls in love with the loc; 
teacher, Miss Ha, and consummates th 8 
relationship on the floor of the di | 
Roman Catholic Church. Small wonder A | 
that when he is freed by the smiling we | 
ret police, MacShane does not want tO 
leave Vietnam. He flies in sadness to | 
Bangkok, still clutching the Chomsky | 
book, in which Miss Ha has inscribed a | 
second message: "The human being is | 
evergreen. | 

And ever green are those credulous | 
Westerners who have wanted to see an | 
earthly paradise in Stalin's Russia, | | 
Mao's China, Castro's Cuba and now | 
communist Vietnam. | — Richard West? | 
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with an awareness of their "isolated; | 
precarious position on a confined and | 
swampy fringe [Yokohama] of an un- M 
known oriental empire." During the. | 
first part of the story, Japan was in a - 
state of civil war and had not yet re- | 
stored its so-called “emperor” the im- E 
perial authority that by the novel’s end | 
was intentionally being used to build a | 
true empire. 

Cover-art buffs will want to buy bons 
the British and American editions. The | 
British cover is more like a Chinese - 
print in which the people are conspicu- | 
ously lost in the landscape. Elinor is ad- | 
miring Kenjiro’s prideful, sworda 
though both are sheathed. 

Freudian gestures are less evident on: 
the American cover, which shows the | 
two lovers dominating nature while | 
eyeballing only each other and the | 
reader. The scene on the spine of the | 
book is aimed at supermarket display- | 
rack browsers, who have been jaded by | 
the interracial sex which practically deis 
fines the plantation saga, but are | 
hooked on the visual lures of this closely: | 
related genre. Kenjiro’s swarthy hand | 
strokes Elinor's peachy thigh with’ obvi- - | 
ous relish. And there is not a single | 
non-tariff barrier in sight. ! E 

— William Wetherall jJ: 
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sin life to w vrit e pop yular | copy Po Ackimil ۱ 
| xen Seale “re-education,” 


Kod Aid Vu. "2 


m vm IT 
| fiction without the rightwing prejudices 


of authors like Frederick Forsyth or Jef- 


frey Archer. Until now the Right have 
had most of the best plots. My aim is to 
redress the balance." 

The plot of The Last Man Out Of 
Saigon may not be good but it is cer- 
tainly unusual. On the eighth day of the 
Liberation, MacShane starts to make 
contact with some of the former em- 
ployees of the CIA, including a rich 
Chinese and a Roman Catholic priest, 
whom he means to blackmail into 
compliance under the threat of shop- 
ping him to the communist secret po- 

lice. Neither approach is suc- 
cessful, and soon MacShane 
himself is apprehended. In 
their haste to abandon 
Saigon, the Americans had 
omitted to shred a message 
naming MacShane as a CIA 
agent. 

On learning of this be- 
trayal, MacShane tells his cap- 
tors everything that he knows 
about the CIA, including the 
names of informants in Latin 
America and in Vietnam 
itself. “The interrogation 
lasted six days. And when it 
was over MacShane had be- 
trayed everyone with whom 
he had ever worked.” 

Having achieved this suc- 
cess without one turn of the 

- thumbscrew, his captors treat 
MacShane with indulgence, 
even letting him. keep his 


included — are surely the most intransi- 

ent people in the world. You conceal 
this trait] quite carefully, as a courtesy 
to strangers, but you are unalterable, in- 
exorable. Fads, fancies, and fashions 
wash over you, but you drop down into 
the same sand always, hard as pebbles, 
unchanged at the core.’ 

The main story is told around several 
mini-stories which involve minor 
characters. Some of these smaller 
stories are more engagingly told than 
the main one, which sometimes reads 
like a hybrid of a Harlequin romance 
and a thesis on social change in colliding 
cultures. 

Barr occasionally rewards the 
reader’s patient libido with a morsel of 
hard-core erotica for no obvious literary 
reason, in the vein of other genre writ- 
ers who are much more inclined than 
she to lace their exotic tales with sex for 
its own sake. But only by association 5 
she guilty of the unfulfilled promises 
made by the lusty cover art of the Amer- 
ican paperback editions of both Kenjiro 
and Jade. 

Nor may Barr herself approve of the 
advertising blurbs ‘which have the 
heroine coming to "Imperial Japan" in 
the middle of the 19th century, though 
she does invest her European characters 
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ers. ی‎ fucked. their women." Mac- 
Shane spends his last night in the un- 
likely pursuit of chasing mosquitoes 
around his room at the Oriental Hotel. 


JE last days of the obd Saigon and the 
arrival of the Northern Army ring 
true to the versions already published 
by journalists and other witnesses. 
There is not much suspense nor excite- 
ment here, or anywhere in the book, to 
which Mullin's supporters would argue 
that he had not set out to write a vulgar 
"thriller." But Mullin himself is quoted 
as saying by Gollancz, his publisher: “It 





mrn r panic: the Right have the best plots. 


Barr dutifully (and delightfully) de- 
scribes the sexual dreams and exploits 
of her major and minor characters, and 
quickly gets down to the business of bor- 
ing the reader with anti-climactic tales 
of how interracial couples and their 
children learn to cope with a hostile so- 
ciety. Although their culture shocks and 
adjustments are a century old, the im- 
pression is that the world has not 
changed much. 

. Also deserving appreciation is the 
ironic resemblance between the per- 
sonal conflicts in the story, and the dis- 
putes that continue to complicate 
Japan's international relations today. 
After decades of marriage during 
which Elinor believes that Kenjiro is 
truly different from his compatriots, she 
discovers that he had been regularly 
visiting a prostitute, as was (and still is) 
the custom of married Japanese men 
who think they need (and can afford) 
such forms of stress relief and ego titilla- 
tion. 

“It took me years to face the truth,” 
she tells Kenjiro's sister, who had made 
a difficult conversion from Shinto to 
Christianity only to become a spinster 
women's rightist when abandoned by an 


English sojourner with whom she had 


lived in sin. “You [Japanese].— women 
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consider fundamental reforms of the tax 
system, which has remained basically 
unchanged since 1949. For one thing. 
the system fails to recognise the much 
greater importance which the services 
sector plays in the Japanese economy, 
p with. the توت و‎ impor- 
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within the Ministry of Finance’s (Mo 3. 
Tax Bureau. The government hopes to 
have the necessary legislation before 


perhaps for the measures to take effect 
from the new tax year OE on 1 
April. | 

Japan is in. many respects an eG 
taxed nation. The ratio of national tax 
onal government expen- 
alled general account 

















the lower end of international levels, 
which range from 77% in the US (again, 

before the reforms which have just pass- 
ed the House of Representatives) to 
nearly 83% in Britain. The ratio of na: 
tional and local taxes to national income 
in Japan. stands at around 25%, com- 
pared with nearly 27% in the US and 
much higher levels — 42% in Britain — 


EE‏ دیارج رل تی تم ی ھم تہ ہ س وک م یاهب ت مخز اھ لو اد دا ا ی رو اب و ند له وی لیا یکی ی سم etter‏ یچ 


۱۷۲۵۳۰ (The same is true of social-secu- 

rity contributions.) . 

Pi (though not corporate) 
income-tax levels are quite high 

in Japan, relative to total taxation, 

but the very steeply progressive system 

of personal-income tax means that 





| 
| 
the lower- and middle-income groups | 
pay proportionately less than in other | 


advanced industrial countries. The sys- 
tem also penalises. the more wealthy 
and, it is claimed, acts as a deterrent 
to financial incentives offered through 
salaries. | 

Trade unions in Japan are opposing 
the introduction of a broad-based sys- 
tem of indirect. taxation, on eat sound 


















parliament “early next year,” in time 
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2% , and it is 
` estimated to ris in 1986 (before 
any reforms of the: tax syst This is at 
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| throughout Europe, according to the 
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curity f revenue to 
f diture (on: 
3 budget) i in 


LFY 1086: other countries: year 1983. 
f iaces and social security 


Epution fo national income. Source: Ministry of Finance. 


| to contract its budget deficit and/ 
.Stimulate the domestic economy 
through fiscal means. This is particu- 
larly important at a time when the 


government's grasp on the levers of 


monetary policy are being. reduced 
through liberalisation of the financial 
system. 


As the Japanese population ages, | 


too, the government is faced with an 
eventual decline in personal income-tax 
yields and a corresponding rise in social- 
security expenditures. This heightens 


the need to shift more of the revenue 
burden to consumption taxes, which are’ 


paid by all sectors of the population. 
There is also the sheer necessity of 
rationalising what is at present a very 
untidy, and in many ways unfair, system 
of business taxes. 


But at the same time, the measures - 
may invite objections that they seek to 


penalise consumption at a time when 
Japan is under international pressure to 
consume (and import) more. And they 
may invite criticisms that they discrimi- 
nate more directly against imported 
products. Nakasone will need to employ 
his powers of diplomatic persuasion as 
much as his domestic political capital to 
win international approval for the mea- 
sures, as well as getting them approved 


by his party and, by, the; national Diet. 


(parliament)... spip 
-Nakasone appointed an Advisory 


# 


| Tax Commission in September 198540 
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nt is anxious to avoid the same fateg 


or because of under- or non-report- 





Anthony Rowley in Tokyo 
he Japanese Government is prepar- 
ing reforms of the nation's tax sys- 
n that would equal the US tax-reform 
l in scope and importance. The pro- 
sed changes envisage a "substantial 
ft of the tax burden from direct to in- 
ect levies, reducing individual and 
‘porate income tax and bringing in a 
-based consumption tax. The pro- 
e generating considerable con- 
within the country, while their 
tional implications could lead to 
ns among Japan's major trading 








l battle to get the reforms im- 
1۱660 is very much a personal one 
e Minister Yasuhiro Nakasone, 
ees it as his remaining major task 
w that administrative and educa- 
al reforms have been accomplished. 
r sr government sources say that rul- 
beral Democratic Party (LDP) el- 
igreed to a further term of office 
Nakasone principally so that he 
d personally push through the con- 
versial tax reforms. 

ormer prime minister Masayoshi 
ra fell from office in 1979 after an 
tive attempt to push through 
eeping tax reforms which included 
proposed introduction of a value- 
ded tax (VAT). Nakasone's govern- 














l is thus proposing that, initially at 
st, the proposed tax reforms should 
^revenue neutral" — with a cut in in- 
me taxes offsetting new consumption 
es — rather than trying to close the 
dget deficit with extra. revenue, as 
lhira did. 

Even so, Nakasone will have a big 
ght on his hands in trying to persuade a 
rge and politically very important sec- 
of the nàtion's business — the distri- 
ion and services sector — to accept a 
er tax burden. A large part of this 
tor, whichin turn represents the bulk 
Japan's 2 million businesses, cur- 
tly pays little or no tax at all — either 
use it does not come within the tax 











in sa tions. But already a battle 


| urers in 1] apan to persuade 
o shift the burden of a 
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taxes is adopted — just so long às pu | 
principle of broader indirect taxation is — 
established — it is obvious that they pre- | 
fera VAT. A | 
The bureaucrats (and Nakasone) | 
may well be forced to retreat to a more | 
narrowly based manufacturing tax at | 
the end of the day, however. Manufac- | 
turers insist that the new tax should be | 
"broad and thin" for consumers at | 
large, but Japan's very large and power- E. 
ful distribution sector is pushing for the - | 
tax to be imposed at the manufacturing | 
stage. This Js where the government is | 
on the horns of a political dilemma: Og | 
business has money (whi ] 
helps finance political parties | 
and campaigns, among other | 
things), but small business | 
wields more votes and em- - 
ploys an estimated 9096 of | 
the Japanese workforce. — 
It seems to be ۸ 
conclusion that the LDP will 
be forced to “buy votes" by 
agreeing to an exclusion of 
Japan's very numerous small 
business — those with an 
annual turnover of *20-30 
million (US$130-195,000) a 
year. It is estimated that some 
6 million or so Japanese retail | 
outlets have paid no tax since | 
the present system was intro- 
duced nearly 40 years ago. 
How many of them would © 
be left out of the net undera | 
small-business exclusion is unclear, 
but the sheer administrative burden | 
of having to check their tax returns | 
is cited as another reason for exclu- |. 
sion from the net. Only around 4% of | 
Japan's total business establishment is | 
visited by tax inspectors at present, it is - 
estimated. 
Checking the sales of service outlets | 
such as hairdressers (not to mention | — 
such establishment as bars, “love | 
hotels," pachinko halls and sushi restau- - 
rants which were cited in a recent offi- - H 
cial report as major tax evaders) would | 
be very difficult, says the Keidanren. So - | 
it may be easier to leave them out. Butif |. 
smaller retailers are excluded, that | 
could penalise department stores and | 
supermarkets (whose sales are more | 
susceptible to checking by the tax in |. 
spector). They would have to charge — 
customers VAT on top of current retail | - 
prices, while the legions of *mom and |. 
pop” stores which are already protected — 
officially from too much competition - 
(because of their vote power) would be | : 
exempt. Large retail outlets might be | 
forced to absorb part of any new tax, | 
rather than passing it on to the con- |. 
sumer. This would partly defeat the ob- | 
ject of a broader-based tax. ۳ 
The more thorough system of invoic- | 
ing transactions which would be re- | 
quired by a VAT or similar system | 
would almost certainly result in many 
Japanese businesses paying more cor- 


5 
۳" à UM à PCS 
- NEST < ~a ODE] چپ و‎ eS سس‎ 


(* million) 








are SARI S as 6 Which ot mei di 


<= 
A ۳ PS 


| 


| 





mw r ; = M ۹ 
* 
; Do vere 


taxes are incjuddd. the corporate in- 
come-tax burden in Japan rises to 


52.9%. 


A spokesman for the Keidanren, 
which represents industry and business 
in Japan, told the REVIEW that the gov- 
ernment was already overdue on its 
commitment to remove this levy, ard 
they were looking for a deeper cut in 
corporate taxes than could be achieved 
by removal of this levy alone. But the 
big battle is going to be over who pays 
the proposed new indirect tax — manu- 
facturers, retailers or consumers in gen- 
eral. The powerful Keidanren has indi- 
cated that it will accept a new indirect 


Note: “Includes local incame tax. 
Married couple wit» two children, 


**Effective rate. 


Based on tax laws as of January 
1986 (except Japan). 


Source: Ministry of Finance. 
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tax, provided that it is broadly based. 
The prime minister's advisory com- 
mission offered three alternatives. The 
first of these is a new type of commodity 
tax which would tax goods on the basis 
of manufacturers’ sales. (At present, 
Japan has a narrowly based commodi- 
ties tax affecting only 85 commodities, 
levied mainly at the manufacturing 
stage.) The new commodity tax should 
exclude food and manufacturing raw 
materials, machinery and goods used in 
manufacture, said the commission. 


he second alternative is a business 

sales tax to include services but to 
exclude food, social-security and inter- 
firm transactions. Products and services 
would be taxed once between produc- 
tion and when they reached the final 
consumer. At present, the bulk of 
excise revenue is collected from liquor, 
tobacco and petrol which attract levies 
ranging between 15% and 20%, Hotels 
and restaurants also impose a sales 
tax. 

The third option proposed is a “Ja- 
panese-style" VAT, taxing businesses 
on the sales of their products and ser- 
vices — based on the difference be- 
tween tax computed on a firm's sales 
and the tax on materials consumed in 
the manufacturing process. This would 
be assessed on value-added at manufac- 
turitg wholesale Aña ietail levels. Al- 
thou ah MoF soürces indicate that they 
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retin the SSRI of total taxation | 


financed through personal-income tax. 
The difference in approach, an MoF of- 
ficial in Tokyo commented to the 
REVIEW, is that “while the US aims to 
finance the reductiop in personal-in- 
come tax by an increase in corporate 
taxes, we propose a decrease in per- 
sonal taxes financed by [the introduc- 
tion of] a retail tax and the reduction of 
tax allowances on savings.” 

Japan has no “standard” rate of per- 
sonal income tax as such. Unlike, say, 
Britain where around 90% of the em- 
ployed population pays personal in- 
come tax at the standard rate of 2995, 


۱ BARRY 





Japan has a steeply progressive struc- 
ture of national income tax rising in 15 
brackets from a minimum 10.5% to a 
maximum 70%. Local income taxes 
push this maximum marginal rate up to 
88% (though the “average” marginal 
rate is 78%). MoF sources indicate that 
they would like to see the maximum 
marginal rate on national income tax cut 
from 70% to 50%, and the maximum 
marginal rate on national plus local in- 
come taxes from 88% to something be- 
tween 60% and 7095. 

A survey published on 29 September 
by Japan's National Tax Agency 
showed that while 89% of salaried 
workers paid income tax last (fiscal) 
year, the proportion for self-employed 

ople was around 42% and only 22% 
in the case of farmers. Japan's salaried 
workers as a whole paid average | tax of 
6.15% last year, up from 5.95% in the 
previous year and only 4% 10 years 
ago. 

At the same time, Japanese industry 
expects the government to cut the rate 
of corporate-income tax by at least the 
extent of a 1.3% special (and sup- 
posedly temporary) levy imposed by the 
Nakasone administration a couple of 
years ago to help offset a cut in per- 
sonal-income tax at that time. That levy 
took the standard rate of corporate tax 
up to 43.3% (on undistfibuted rons 
A lower rate of 33.3% applies to 
distributed to shafëtHolders. IF local 
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Singhsneworder 


India streamlines its taxation bureaucracy 


۰ ۱ 
ferred between firms and their partners. 
» Halt the proliferation of tax-shelter 
partnerships, associations, “Hindu un- | 
divided families” and other such shells. | 

In place of the current seven 
categories of taxpayer, each governed 
by its own rules, the white paper calls 
for three: individuals, companies and 
“others.” Entities in the final category | 
will be taxed as individuals if they pro- 
vide the sole source of partnership in- 
come for all their partners. Otherwise, 
they will pay the maximum corporate- 
tax rate of 5095. 

The white paper caused an outcry 
from the predictable quarters. But 
gloom was hardly the prevalent reaction 
in the business community. The white 
paper included a number of tax breaks 
for business and the promise of more to 
come. The doctrine be- 
hind the sops was the levy- 
ing of tax on the basis of 
“real” rather than assess- 
ed income. This means the 
imputed value of such 
non-cash benefits as 
owner-occupied premises 
will no longer be taxed. At 
the same time, statutory 
ceilings would be abolish- 
ed on such business ex- 
penses as directors’ 
salaries, advertisements 
and entertainment. 

The dour editorialist of 
the daily Financial Ex- 
press dismissed the white 
paper as a disparate grab- 
bag of miscellaneous 
changes, rather than a 
coherent reform package. 
On the other hand, he 
wrote, the message of the 
tax give-aways included in 
the proposal is clear enough “as part of 
an ongoing process of supply-side eco- 
nomics.” 

Singh’s defenders retort that, even 
though “supply-side” remains a dirty 
word in officially socialist India, rev- 
enue collections have soared since mar- 
ginal tax rates were slashed in 1985. Part 
of the credit they ascribe to the stimula- 
tion of the cuts, and part to stepped-up 
enforcement. The white paper package 
enhances both effects. 

Then, too, the document was pre- 
pared solely as a discussion paper to 
stimulate national debate — a goal in 
which it abundantly succeeded. The 
eventual shape of the tax-code reform 
remains in the hands of lawmakers. On | 
one point, though, the Finance Ministry 
stands firm: the new law should clear 
parliament by March, as promised in 
Singh’s last budget speech. 11 
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Singh: system overhaul. 


By Lincoln Kaye in New Delhi 


H igh on the agenda when parliament 
reconvenes here in mid-month will 
be a comprehensive revamp of the in- 
come-tax system. The new law will be 
the result of the natiorfal debate 
launched by Finance Minister V. P. 
Singh when he released a white paper 
on direct taxation in August. 

“This goes beyond mere rationalisa- 
tion," a tax attorney complains of the 


, proposed changes. “Mechanisation is 


more the word for it." Singh's suppor- 
ters, however, maintain that a certain 
amount of standardisation is precisely 
what is needed to get India's quirky, 
convoluted, slow-moving and much- 
evaded tax machinery back in working 
order. 

The new tax order, as outlined 
in the white paper, “reposes more 
trust in the taxpayer," 
according to Jagesh Desai, 
a chartered accountant 
who is a member of the 
upper house. “But woe 
betide those who violate 
our trust.” In place of 
the current system of 
drawn-out dickering with 
tax assessors to fix each 
payment, taxpayers will 
now simply file their re- 
turns, pay their self-de- 
clared dues and collect a 
receipt. Only a small sam- 
pling of tax returns, 
selected at random, will be 
scrutinised in detail. 

But if the spot audits 
turn up irregularities, the 
errant taxpayer will face a 
far more implacable tax 
bureaucracy than before. 
Fines will be imposed from 
the first day on which the 
disputed amounts fell due. Punitive 
levies will be piled on top of interest 
payments. Appeal routes will be 
dramatically shortened. 

Overall, the new tax net will have a 
looser mesh, but fewer holes. To that 
end, the white paper proposes to: 

» Impose a flat 24% surcharge on those 

who file late or incorrectly (comprising 
15% interest and 9% penalty). 

> Revoke officials’ discretion to grant 

extentions or to set penalties. 

» Remove tax cases from the dockets of 

the overloaded civil courts, and substi- 

tute a two-tiered appellate structure of 

tax tribunals, with ultimate recourse to 

the Supreme Court. 

» Widen the scope of withholding tax. 

» Standardise the accounting year for 
all businesses to coincide with the gov- 
ernment’s fiscal year (ending March). 

» Assess capital gains on assets trans- 
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orate come. tx because of 
i 5 Pinder. or non-reporting of: transactions 
| under the present system. This could be 
i of considerably greater benefit to the 
- government in revenue terms than 
Eu raised through the VAT itself in 
such cases. 
— The initial level at which a VAT (or 
` other form of retail tax) would be im- 
posed in Japan is likely to be around 5% 
. initially, though it probably would be 
raised later. It is estimated that total 
; consumption of goods and services in 
| the country is around X200 trillion an- 
. nually, of which around half is food, 
which would be zero-ratedeunder any 
‘system. Allowing for "exemptions 
E (politically or administratively moti- 
| vated), the amount of taxable consump- 
| tion is probably around ¥80 trillion a 
3 year. So, a 5% VAT would yield some 
4 trillion. As the government believes 
| it will lose;some ¥1.5 trillion a year 
_ from a cut in national personal-income 
| tax (¥2.5 trillion if local tax cuts are fac- 
| tored in), plus further depletions from 
E ducing corporate tax and things like 
inheritance tax, an initial rate of around 
5% appears to be enough to compensate. 
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۱ controversial domestic as- 
pect of tax reform is the proposed 
| reduction in the exemptions that allow 
| the Japanese to have savings of € 14 mil- 
| lion in a variety of institutions without 
- paying interest tax. This Y 14 million is 
made up of ¥3 million in a post-office 
| savings account and like amounts for 
| savings in banks and in national and 
| local bonds. A further ¥5 million is ex- 
| tended to savings deducted at source by 
1 T employers. 
| A But the nominal limits are widely 
` flouted by the use of multiple accounts 
held under different names by the same 
if individual. Previous attempts to intro- 
| duce “green-card” identity systems 
E have failed, but at least the nominal 
| amount of tax-free savings may be re- 
8 duced'this time. Commercial banks 
_ have agreed to such a reduction, pro- 
۱ ` vided the Post Office Savings Bank 
| agrees. Now that the government no 
| longer requires the post office to fi- 
| nance the so-called *second budget" to 
| thesame extent as in the past, this seems 
. likely, but political opposition will be 
| strong because of the impact on small 
| Savers. 
| -< On the international front, Japan 
could face charges that it is discouraging 
rather than encouraging consumption 
| under the new tax system (even though 
| savings will be penalised to some ex- 
E The US has already complained 
l| . to Europe that US goods entering there 
are subject to European VAT while the 
| same does not apply to European goods 
going to'the US. Japan could face the 
same charges if it introduces VAT — 
just ata time when it is under particular 
. pressure from the US to free up the im- 
1 T port and distribution of US goods in 
I Japan. O 
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Growth opportunities worldwide ; 


ASSET MANAGEMENT 
IN SWITZERIAND 


Also, while our approach is Swiss, our outlook 
is global. Our network of 85 offices in 39 coun- 
tries — one of the world's largest — gives us world- 
wide presence and access to extensive resources. 

Finally, as part of the American Express family 
of companies, we can provide the discerning inves- 
tor with a wide array of investment opportunities 
that few financial institutions can match. 


Strictest confidence 


If asset management in Switzerland makes sense to 
you, contact your nearest American Express Bank 
for information. In Hong Kong, telephone 

5-844 06 88; 1n Singapore, 225-6330. 


American Express Bank Ltd. is a wholly-owned subsidiary 
of American Express Company, which has assets of more 

than USS70 billion and shareholders’ equity in excess of 

USS5 billion. 
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Exceptional service in private banking 
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P rivate banking clients have many different 
goals, but they all face one problem: how to 
protect and build their assets in an increasingly 
complex world. American Express Bank and its 
subsidiaries have a solution: asset management in 
Switzerland, a unique service combining traditional 
Swiss professionalism, prudence, and discretion. 


Personal attention 


As step one, our investment counselors will ana- 
lyze your individual situation — including your 
financial goals and current investments — and 
advise you on the portfolio that best suits your 
needs. This may consist, for example, of short-term 
investments, equities, bonds, even precious metals, 
all carefully selected to give you an optimum bal- 
ance of yield and security. 
The money managers at American Express 

Bank (Switzerland) AG then monitor your port- 
folio on a full-time basis, alert to any economic 
developments that may affect your investments. If 
you wish, we accept discretionary power to handle 
investment decisions on your behalf, in accordance 
with your personal goals. This is a practical, con- 
venient arrangement, particularly if you reside out- 
side of Switzerland. 
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This road can be very short if we all help. 
It may lead the refugee back to his home- 
land. It may mean the beginning of a new 
existence in a neighbouring country. Or it 
may take him thousands of miles away from 
his home. 

The United Nations High Commissioner 


for Refugees co-ordinates world-wide 
efforts to solve refugee problems, to give 
human rights back to refugees: work, edu- 
cation, freedom from persecution, legal 
protection. 
Since 1951, UNHCR has helped some 
25 million refugees to begin a new life. 











ÍN THE HEART OF A CITY 
CREATED FOR COMMERCE 
A NEW ERA IN LUXURY. 


The Osaka Hilton International is now open. 


We offer: 

e [Heal central location 

e Well-equipped business centre 

9 Spacious well-appointed guest 
rooms 

E ° Executive floor with concierge, 
complimentary continental 
breakfast and private lounge. 

= ° Numerous restaurants 

| e Extensive recreational facilities 


۱ For reservations, call your travel agent, 
B any Hilton International hotel or Hilton 
Reservation Service. 


OSAKA HILTON INTERNATIONAL 





Now from Far Eastern Economic Review Ltd. 


JAPAN FINANCIAL 
REPORT 


. Published Fortnightly... 
ee The Most Authoritative Newsletter Of Its Kind... 
aE We take great pleasure in introducing the JAPAN FINANCIAL 
z REPORT, a fortnightly newsletter written'and edited by Richard 
ELE T Hanson and distributed and marketed world-wide by the Far 
E | Eastern Economic Review, Asia's leading business/news 
magazine. 
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Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principle source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified... 


Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 
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Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
Same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 


Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep you 
abreast and, in many cases, ahead of rapidly changing events which can and often do affect Japan's 
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financial, economic and industrial well being. 


Act Now And Begin Reaping The Benefits... 
Don't delay! No other publication of any kind 
‘an match the scope and depth of information 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- 
ing about it. To subscribe simply complete the 
special trial subscription order form and return 
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_ Swissair is teaching chicks the art of flying even before they've seen 
the light of day. 





What could require more delicate handling than an egg? Especially when it holds a live 
chick flying halfway around the globe? For good reason then, many of the world's most 
renowned breeders trust their precious cargo to Swissair. So they can rest assured that it 
will arrive quickly and in perfect condition. Just like all our passengers, taking pleasure in 
the dependability, comfort and special treatment that allows them to enjoy each and every 
flight as if it too was their very first. e d 
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from the international oil- -price slump. 4 


While the oil-price collapse has*dealt | 
a crippling blow to oil exporters such as 


annual US$1 billion savings in oil im- 


ports for Thailand. For the first time in — 


the past two decades, the country's cur- 
rent account is projected to be heading 
for a surplus (REVIEW, 18 Sept.). 
Moreover, despite a weak corporate 
sector and a depressed farm sector, ex- 
ports grew an impressive 15.5% during 


the first seven months of this year — 


EC "OP FL 


thanks mainly to a strong showing by 
manufactures. Selected indicators, such 
as private investment and industrial 
production, began showing a modest 
upturn in recent months after steadily 
declining over the past two ۰ 

So the Sixth Plan's overall 5% an- _ 


nual-growth target — based on a pro- i 


jected 2.9% and 6.6% expansion annu- - 
ally in the agricultural. and’ industrial 


sectors respectively, plus 9.9% annual | 


- a 


made by the World : 


export growth and a 7.4% increase a - 
year in tourism revenues — IS not seen 


as overly ambitious. 

Based on more pessimistic assump- 
tions than those 
Bank or IMF — that world farm-com- 
modity prices would continue to fall by 


1.5% a year against a 1.5% annual gain - 


in the prices of manufactures — the 


Siam Commercial Bank has predicted — 


5.3% annual gross domestic product 
growth until 1990. And this assumes 


that the government makes no extra ef- 


fort to accelerate growth. 

In an alternative scenario — under 
which the government makes a strong 
effort to promote exports, mobilise pri- 


vate savings and develop the capital — 
market — the bank has forecast that an- | 
nual GDP growth would reach 5.7% - 


over the same period. 


U nlike the past, when political ques- — 


tions were raised over plans. the 
new blueprint appeared to have met lit- 
tle political opposition. For one thing, 


there have been dialogues between | 


NESDB officials and the ministries con- 


cerned during the preparation of the 


draft over the past year, and lobbying 
among members of the coalition. But 
insiders also say that most ministers, 
well aware of the difficulties Thailand 


faces with rising protectionism in the - 


West, are resigned to an extended 
period of slow growth. 

Officials claimed that before the 
Fifth Plan was launched in 1982, politi- 


. cians then in power had inflated some 
| growth targets to win political points. — 
. This, coupled with the impact of the . 


global recession, meant that actual per- 
formance was far below expectations. 
Against the average 7% annual growth 
in the previous four plans, and a 6.6% 
annual growth target for the Fifth Plan, 


actual growth in the past five years has © 





averaged only 4.9%. 
Probably the most difficult target in 
the Sixth Plan is the generation of 3.9 


67 


WENDY FORDYCE 


Grain exports: emphasis on improved production and marketing efficiency. 
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The best-laid plans 


Thailand looks to export-led growth — but loopholes remain 


will be drawn up and carried out by the 
respective ministries. 

There are two main areas in which 
the Sixth Plan is significantly different 
from previous plans. One of these is the 
emphasis on quality. One of the over- 
riding development goals in the past has 
been the public sector's preoccupation 
with providing the maximum amount of 
infrastructure and services. The other 
important change is that the private sec- 
tor is seen as the engine of growth — 
against a corresponding decline in the 
public-sector role. *The role of govern- 
ment will be transformed from that of 
controller/regulator to supporter/pro- 
moter [of private business]. " comment- 
ed another NESDB planner. 

These changes were caused partly by 
necessity. Government revenue 
shortfalls since the early 1980s, com- 
pounded by the problems of a sluggish 
economy engendered by the austerity 
drive of 1984-85, have put increasing 
constraints on government expendi- 
ture. So the government has little op- 
tion but to settle for a smaller — and less 
costly — role, concentrating its efforts 
on streamlining regulations or alerting 
the private sector to new market oppor- 
tunities through an information- 
monitoring system. 

Most analysts agree that the new 
plan is being launched at an opportune 
time, with indications that the economy 
is on the verge of taking off again. 
For a start, the country’s severe external 
imbalances in 1983 now seem to have 
béen brought under control — thanks 
partly to the austerity drive and, 
perhaps more importantly. to windfalls 


By Paisal Sricharatchanya in Bangkok 


rmed with an export-led strategy 

designed to achieve 5% annual eco- 
nomic growth and create 3.9 million 
new jobs over the next five years 
(REVIEW, 25 Sept.), Thailand aims to 
emerge as a newly industrialised coun- 
try (NIC) by the end of the new Sixth 
Plan in 1991. 

The Thai concept of an NIC, how- 
ever, is somewhat different from that 
used in referring to other Asian NICs 
(Taiwan, South Korea, Hongkong and 
Singapore). Rather than putting heavy 
emphasis on industrialisation alone, 
Thai economic planners have charted a 
development course that will give high 
priority to selected manufacturing and 
agriculture-based industries and ser- 
vices — with a decline in the significance 
of the agricultural sector. 

"We will become a uniquely Thai- 
style NIC. There will be more balance 
between industry, services and agricul- 
ture,” commented Snoh Unakul, sec- 
retary-general of the National Econo- 
mic and Social Development Board 
(NESDB, the plan's chief architect). 
With ambitious plans to diversify both 
industry and agriculture, the stress will 
be on improved production and market- 
ing efficiency, plus international com- 
petitiveness. 

The blueprint was approved by the 
cabinet on 15 September, with effect 
from October. Although regarded as 
the master plan for economic and social 
development, adherence to it is not leg- 
ally mandatory. The plan sets economic 
targets and objectives and lays down 
broad strategies and guidelines. How- 
ever, specific plans to meet these goals 
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> A guideline.tied to development and 


diversification in the production, mar- 
keting and empfoyment-generation sys- 
tems and improvement of state-ad- 
ministered basic services. 

» A focus on area-specific develop- 
ment plans covering Bangkok, major 


-up-country towns, continuation of the 


controversial Eastern Seaboard pro- 
gramme and rural development. 

For the first time, science and tech- 
nology are incorporated as a key com- 
ponent. Not in the original draft pre- 
pared by the NESDB, its inclusion only 
came after the mysterious suicide last 
year of former science and technology 
minister Damrong Lathapipat 
(REVIEW, 8 Aug. $85). Although the 
motivation for his suicide has remained 
unclear, the public explanation has 
been that Damrong was 4 


puter designer for IBM, to produce a 
design which was then further He 
veloped at Daewoo. 

By —mid-1985, Daewoo's ORES 
were selling for US$1,495 on the US 
market — less than half the cost of an 
IBM PC/XT, and at the cheap end of 
the clone price range. They were also 
receiving highly favourable 
reviews in the US trade press. 
Leading Edge entered a market 
undergoing major changes: dur- 
ing 1985, IBM lost its majority 
share of the PC market to com- 
patibles such as Leading Edge. 
During the same period, US re- 
tail prices paid for PCs fell on 
average by around 30%. Prices 
on IBM PCs were cut by a third 
in July. 

Hyundai plans to enter the 
field sometime next year, sel’ 
ing an IBM-compatible PC : 
US$699 through Blue Chip 
Electronics, another US-based 
distributor. Outside specialists 
say they expect the company will 
take a loss selling PCs so cheap- 
ly. However, as an executive 
representing a major US com- 
puter firm in Seoul said: “If 
that is the only way to estab- 


lish themselves fast, it might 
end up being the smartest 
strategy — this is a very 


fast-moving business." 

At less than half the price, Hyundai's 
PCs will inevitably be compared with 
Daewoo's Leading Edge. Hyundai 
bought its design from the same source 
as Daewoo: Stephen Kahng. 

Other companies are crowding into 
the PC business medium-sized 
Trigem Computer has signed a contract 
worth US$150 million to make clones to 
be sold by the US Computerland chain, 
and Samsung Semiconductor & Tele- 
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pis also accorded a high priority 


theme is to diversify out of the tradi- 


tional six basic crops — rice, maize, 


tapioca, sugar cane, rubber and tobacco 
— into about 200 alternative cash crops 


(including fruits and vegetables). Em- - 


phasis is placed on agro industries, par- 
ticularly processed foods for export. 


Tetiera the mainstay of Thai 
economy, agriculture has gradually 


declined in significance — its share of 


GDP fell from 23.9% in 1981 to 17.4% 
last year. Meanwhile, manufacturing 
has become the dominant sector, ac- 
counting for 19.8% of GDP in 1985, fol- 
lowed by wholesale and retail trade 
(18.2% ). Services accounted for 11%. 
The plan seeks to tackle the coun- 
try's economic and social development 
through three main approaches: 
» A focus on improved management 
efficiency in six areas macro- 
economic, human resources and so- 


Invasion of the clones 


South Korean PCs bid for the IBM-compatible market 





Electronics workers: emerging fast. 


enough." He says the plant has been 
turning out 10-15,000 machines 
monthly this year. almost entirely for 
export. Daewoo is developing a new 
model, but will not discuss details. 
Engineer Park Sung Kyou, executive 
vice-president at Daewoo Telecom, 
first considered making PCs in early 
1984. He commissioned Stephen Kahng 
Shin Hak, a US-based Korean-Ameri- 
can graduate of the Massachusetts Insti- 
tute of Technology and a former com- 


eter as new entrants into the labour í 
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mail on new. ptas ly the sc ne- 


market expected over the period. This 
has come under sharp public question- 


| ing; since there is no comprehensive ac- 


tion plan to achieve it. 

The new jobs are meant to be gener- 
ated in agriculture (1.3 million); indus- 
try (800,000); trading and banking 


| (850,000), and services (530,000), with 


the remainder in construction, 
port and communication. 

The main thrust in industry will be 
diversification into export-oriented 


trans- 


| light manufacturing and engineering 
products. Priority is to be Biven to small 


and medium-size enterprises which will 


get government support, such as over- 


seas promotion and an information and 
marketing service. 

With 1987 designated as 
tourism 
already the largest’ foreign-exchange 
earner, generating Baht 34 billion 


the 





. (USS$1.3 billion) revenue last year — 


IDUSTRY 


By Paul Ensor in Seoul 


hen the chairmen of the Daewoo 
and Hyundai groups announced in 
early 1983 their goal of becoming major 
players in the electronics business, de- 
‘spite meagre experience in the highly 
competitive field, they sent shockwaves 


through the industry. The fears were 


well-warranted. Daewoo now has a 


= strong foothold in the US market, ex- 


porting IBM-compatible personal com- 
puters (PCs) with astonishing success, 
and Hyundai seems set to follow. 
Daewoo burst upon the US market 
last year with its PC, capable of using 
software and equipment designed for 
IBM's PC/XT, sold under the brand 
name of its US distributor — Leading 
Edge Model D. The Leading Edge, ac- 
cording to Daewoo, now holds 5% of 
the IBM-compatible (or clone) market 


in the US, making it one of the two 


largest sellers. Sales have been esti- 
mated at some 50,000 units last year — a 
figure likely to double in 1986. Largely 
due to the success of the Leading Edge, 
turnover at Daewoo Telecom, the sub- 
sidiary producing the clones, rose from 
US$40 million in 1984 to US$75 million 
in 1985. 

. That success has come so fast is 
partly due to the nature of the business. 
Clones are relatively easy to assemble, 
and require very little in terms of plant 


| investment. Daewoo produces its PCs 


in a medium-sized plant not far from 
Seoul, employing 631 people. As a com- 
pany spokesman put it: "Right now, the 
only problem is being able to produce 


“Visit Thailand Year," 
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Switzerland: 
attractive for world-wide | 
investments 1 


SWITZERLAND is known for its political stability, its sound 
economy and one of the hardest currencies in the wo:ld. 


SWISS VOLKSBANK is known for its expertise in portfolio 
management and investment advice. Being a universal bank, 
however, we offer our customers a full range of services. Over 
115 years of experience and over 5000 qualified staff ensure a 
personal and reliable service. 


YOU can contact us at any of our more than 150 branches in 
Switzerland or through our overseas offices or London Branch: 


SINGAPORE LONDON Branch 
Representative Office 48-54 Moorgate 

1, Bonham Street # 29-02 London EC2R 6EL 
UOB Building Phone (01) 628 7777 
Singapore 0104 

Phone 532 2525 

TOKYO SAO PAULO 
Representative Office Representative Office 
Yurakucho Denki Bldg., Phone 288 7222 
Yurakucho, Chiyoda-ku, 

Tokyo 100, Japan 


Phone (03) 287 1346/9 
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SWISS VOLKSBANK‏ 


Head Office: 5, Weltpoststrasse, CH-3001 Berne 
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y the low-key interes 
accorded the sector. | 
' ` The plan’s emphasis on public-sector 
savings mobilisation — in much the 
same manner as a recent World Bank 
report has suggested (REVIEW, 24 July) 
— is generally viewed with scepticism. 
Given the potential for political reper- 
cussions and other problems that tax in- 
creases would mean, most analysts con- 
tend that mobilising savings in the pri- 
vate sector is a much more practical and 
realistic solution. 
Although it emphasises growth, the 
lan retains a heavy element of auster- 
ity. For instance, the US$1 billion an- 
nual external-debt commitments ceil- 
ing, self-imposed by the government in 
1985, is recommended to continue for 
the first three years of the new five-year 
period, rising to US$1.2 billion in the 
final two years. However, the govern- 
ment has come under increasing pres- 
sure from its own coalition partners to 
raise the ceiling. ۲1 
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communications recently agreed to sup- 
ply US$40 million worth of clones to 
another distributor. 

All told, South Korean exports of 
computer equipment amounted to 
US$396 million last year, and in the first 
eight months of this year had already 
reached US$422 million. The Ministry 
of Trade and Industry projects they will 
reach US$700 million by year-end. 

The presence of the South Koreans 
has come suddenly, and could affect 
other Asian export producers, espe- 
cially in Taiwan. Japanese producers 
have had little luck selling PCs in the 
US, and up to now, it has been the 
Taiwanese who have made the greatest 
inroads exporting clones. Taiwanese 
producers are typically small com- 
panies, unlike the large South Korean 
conglomerates now entering the field. 

The small companies of Taiwan have 
a reputation for more flexibility in mov- 
ing from product to product, while 
South Korean chaebols lack flexibility, 
but have the financial resource to take 
big risks. If Daewoo’s initial splash is 
anything to go by, the South Koreans 
may be able to establish a reputation for 
reliability which has so far eluded their 
Taiwanese counterparts. One of the 
chief attractions of the Leading Edge 
was a 15-month warranty — longer than 
the three-month guarantee originally 
offered by IBM on its PCs, since ex- 
tended to 15 months. 

In the future, the major threat could 
come from IBM. The US computer 
market is awaiting the next generation 
of IBM machines — PCs using 32-bit 
chips for the first time. The US giant has 
been characteristically secretive about 
its plans, and a new PC model might in- 
corporate new technology, or simply be 
an updated version of the existing 
model with a much lower price to regain 
ground lost to the clones. IH 
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| Not he happy, Mr Chips - 


US grumbles about Japanese semiconductor pact 


profit margins. The initial prices set by 
the Commerce Department were based 
on months- old data supplied by the Ja- 
panese, and resulted in the costs of 
semiconductors ranging from 100-600% 
above their previous levels. 

The American Electronics Associa- 
tion (AEA), representing many pro- 
ducers of computers using the chips, 
complained bitterly that the price jumps 
would destroy small assemblers whose 
margins were slight to begin with and 
which could not operate under the in- 
creased pricing scheme. Also, the AEA 
complained that the Japanese would 
reap windfall profits from the ne 
prices and, for larger US users of the 





Baldrige: objections within the industry. ef 


chips, force them to move Overseas, 
mainly to South Korea and Taiwan 
where third-party markets would still 
reflect the lower Japanese prices. 


p owever, the main effect of the 
agreement, aside from price, has 
been reduced availability of the chips on 
the US market as buyers shunt new pur- 
chases or cancel previously negotiated 
ones in expectation of the October 
quarterly pricing review. For larger 
firms, inventories at the time the agree- 
ment was signed were sufficient and, for 
those who needed to buy, a well-estab- 
lished "grey" market in the chips under- 
cut set prices anyway. 

Most of the talk from companies 
about moving their operations overseas 
was considered merely a “threat” by the 
Commerce Department, which has 
been pressing firms for more US invest- 
ment. In the past few years, overseas 





By Guy Sacerdoti in San Francisco 


wo months after the US-Japan 

semiconductor agreement, which 
forced wholesale prices of commonly 
used 256K dynamic random access 
memory (DRAM) chips in the US to 
rise by as much as 600%, the US Gov- 
ernment is to announce new "fair mar- 
ket" prices for the chips on 11 October, 
in an effort to appease US electronics 
assemblers. Several producers and 
users of the chips in the US held meet- 
ings with US Secretary of Commerce 
Malcolm Baldrige in California's Silicon 
Valley and in Washington on 18 Sep- 
tember to voice their objections to the 
agreement both in terms of pricing and 


in reduced availability of DRAM chips - 


since August. 

Sources within the US Department 
of Commerce and among semiconduc- 
tor users based in Silicon Valley say the 
average price of the chips, which rose 
to US$8 as a result of the agreement, is 
expected to drop to an average US$2.50 
when the new price measures take effect 
on 16 October. Even with the expected 
reduction, however, several smaller US 
producers operating on slim margins 
will be forced to close shop, industry 
sources say. 

The semiconductor agreement, 
which suspended an anti-dumping case 
against the Japanese initiated by the 
Commerce Department on 6 December 


1985, was designed to give US produc- 


ers of 256K DRAM chips better access 
to their own market. US sales have 
been increasingly dominated by 
cheap Japanese imports: in 1985 US 
assemblers bought US$151.2 million 
worth of Japanese-produced 256K 
DRAMs. 

The Commerce Department claimed 
Japanese producers were gaining mar- 
ket access in the US by selling semicon- 
ductors at a slight loss and, as a result, 
US producers were either forced to 
close down or sell out, primarily to Ja- 
panese firms. Five years ago, there were 
more than 20 major US companies pro- 
ducing the chips; today, only two — 


‘Texas Instruments and Micron Tech- 


nology — still compete with the Japan- 
ese. 

But the agreement has caused a 
widespread backlash against the Com- 
merce Department's action, primarily 
by electronics assemblers in the US 
which use the chips to produce com- 
puters. The agreement calls for a quar- 
terly review of "fair market" prices for 
DRAM chips, which vary for each 
specific product and particular Japanese 
exporter, reflecting changes in produc- 
tion costs, exchange rates, wages and 
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capital appreciation, rather than . 
income. First-born was the £75. 
million (US$107.6 million) India | 
Fund (SHROFF, REVIEW, 7 Aug.), 


don Stock Exchange. Co-managed 


the India Fund issue drew a two- 
fold oversubscription among over- 


If Mastershares draws a simi- 


` the small-scale inland investors at — 
whom it is targeted. UTI could fol- 
low through with similar products | 
and the eventual establishment of _ 
amutual-fundssubsidiary once en- — 


major Indian stock exchanges will - 


units for a period of seven years, _ 
but expects a lively secondary market to evolve and Mastershares to trade well : 


No Indian Galahad 


Net-asset value is the buzzword for a new mutual fund 


By Lincoln Kaye in Bombay 


TY covér of the prospectus for India's first stock-exchange listed domestic - 
mutual fund depicts a giant hand — presumably representing the scheme's — 
government-backed promoters — about to place a new piece on the financial 


chessboard: a white knight. But Unit Trust of India (UTI) chairman M, J. 


Pherwani, author of the scheme, denies that the image portends a gallant re- 5 


solve to shore up the battered bourse. 


“That’s not our job," says Pherwani, dismissing media criticism that, in- | 
stead of lending market support, UTI has been conspicuous in its absence dur- _ 
ing the stock exchanges’ three-month-long slide. He chose the logo, Pherwani 
explains, simply because the knight i is “the cleverest of all the chess pieces, the _ 
just as the new mutual fund means to be in its — 
herwani adds, *we're just here fo maximise — | 


most original in its movements," 
investment strategies. After all, 
net-asset value," or NAV, as it is abbreviated in the snappy ad copy that ac- 


companied the issue in late September of the first Rs 500 million (US$39.1 mil- - 


lion) worth of *Mastershare" units. 
NAV is the trust's new buzzword, now that UTI has begun spawning a 

۱ 2۷۸۷۵۸ rues family of closed-end, market- 

traded mutual funds designed for 


which is now quoted on the Lon- 


by Merrill Lynch International, 


seas investors. 


larly enthusiastic response from 


abling legislation is passed. All 14 


quote Mastershares units, and the 
fund’s NAV will be posted weekly. 
UTI itself will not re-purchase 


OO ee 
Bombay market: UTI support lacking. 





above NA V, rather than at a discount. 


Although originally conceived in the heat of last year's boom market, the _ 
launch of the mutual funds in today's bearish climate might yet work to UTIs 
long-term advantage. With market indices more than 35% off their pre- 
budget peaks, stock dabblers have just had a dramatic lesson in the dangers of — 


do-it-yourself portfolio management. 


The UTI imprimatur allows Mastershares to offer dividends and capital - Zt 


gains tax-free. Private mutual-fund schemes, by way of contrast, can be taxed 


at rates approaching 50% or more, which is why UTI has no serious mutual- _ 


fund competitors on the domestic front. Even in unrestricted markets, where 
Non-Resident Indian (NRI) investors enjoy across-the-board tax exemptions 
from New Delhi, the privately promoted Birla Mercury Fund's challenge to 
UTI has foundered upon regulatory limits to the proportions of NRI equity in 
Indian firms. These restrictions, from which UTI is exempt, would be cumber- 
some to administer in a melded-equity product like a mutual fund. 

To broaden the scheme's outreach, UTI is promoting Mastershares with a 
media blitz of broadcast, print and billboard advertisements. Units are being 
sold through such non-traditional outlets as petrol stations and fertiliser de- 
pots, in a bid to penetrate rural markets. Initial response has been enthusias- 


tic, UTI reports. The issue closes on 18 October. If oversubscriptions warrant ` 
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it, the offering | may be expanded to Rs 750 million. 


| FINANCE 








producers have been, in fact, planning 
cutbacks in their overseas operations or 
simply returning to the US as greater 
automation among larger producers 
has reduced the advantages of the 
cheaper labour Asian* countries can 
offer. 

Numerous US publications on the 
East Coast, as well as near Silicon Val- 
ley, have chastised the agreement as 
just the type of protectionism US Presi- 
dent Reagan claims he wants to re- 
duce, and that the agreement reflects 
previous measures taken to protect the 
struggling US steel industry — mea- 
sures which hurt the industry more than 
helped it. 

While the New York-based Wall 
Street Journal editorialised on 12 Sep- 
tember that the agreement was a 
“microchip monster" designed to create 
a local cartel, industry experts in Silicon 
Valley argue that the agreement dis- 

upts the natural evolution of a rapidly 

hanging industry in which Japanese 
and US chip producers will eventually 
find separate yet complementary niches 
in the world market. 

These sources say that most US pro- 
ducers have, in fact, consciously given 
up the DRAM chip market to the Ja- 
panese over the past few years as they 
have moved on to higher-technology 
production of chips with logic-oriented 
microprocessors. The real competition 
currently, according to these sources, is 
in this market. And it exists both in 
terms of US purchases and in sales to 
Japan, which the US Government 
claims has been closed to US imports 
despite Washington's relative openness. 

To these hi-tech producers, Wash- 
ington's efforts to get the Japanese to 
buy more US-produced microprocess- 
ors should be channelled as much to- 
wards teaching US firms how to market 
in Japan as trying to convince Tokyo to 
^uy US. They emphasise that in the 
ogic-oriented microprocessing chip in- 
dustry, both Hewlett-Packard Corp. 
and Digital Computers have already 
secured major slices of the Japanese 
market in logic chips through their Ja- 
panese subsidiaries or joint ventures. 
Efforts should be taken to bolster access 
in these markets, in which the US has a 
price and cost advantage, rather than 
emphasise lower-tech DRAM chips, 
which the Japanese, they claim, can 
produce at less cost. 

A good example of the type of sup- 
port Washington could offer, these 
sources say, is in a continuing court ac- 
tion initiated by the US-based Intel 
Corp. against NEC of Japan. At issue is 
Intel's claim that NEC copied an Intel- 
produced. microprocessor and is mar- 
keting it in Japan in competition with 
Intel itself. The courts have already de- 
cided that Intel’s copyright over the chip 
design is valid, and is currently hearing 
arguments as to whether the chip design 
was indeed stolen, as Intel claims and 
NEC denies. ol 
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Since the early 1980s, US and Ja 
panese business interests in India have 


been surging. Thè trend has accelerate« 


since Gandhi became prime minister. A 
very large number of US companie: 
such as General Foods, Pepsi Co: 
Texas Instruments has moved in quickl: 
to seize opportunities in the Indian ma 
ket. | 

Similarly, Japanese involvement ir 
Indian industry has snowballed in th« 
past five years. The most visible effec 
of the Japanese "invasion" of the Indiar 
market is now seen on Indian roads 
Every major Japanese car manufacturéi 
has set up plants in India in collabora- 
tion with local partners. | 

Australian involvement in all this 
rush for the Indian market has been vir- 
tually nil. However, ANZ Bank has en- 
tered India indirectly through the pur- 
chase of Grindlays Bank. In its first year 
under the ANZ fold; Grindlays made an 
after-tax profit of AS23 million. More 
than half of this came from the bank's 56 
branches in India. Reportedly, ANZ is 
now investing Rs 100 million (US$7.9 
million) in a venture-capital fund to be 
called India Technology Fund. 

While financial firms such as Merrill 
Lynch, S. G. Warburg and Citicorp In- 
vestment Bank have recently become 
household words in the Indian financial 
community, the only other Australian 
company, apart from ANZ, that has at- 
tracted attention is Elders IXL. 

Opportunities for Australian corpo: 
rations in India do not lie in the service: 
sector alone. India requires technology 
Regardless of questions of comparative 
advantage, the main principle behinc 
India's economic-development strategy 
is that all end products must be made in 
the country. However, since the coun- 
try sown capacity in technological inno- 
vation is very limited, India relies on 
large-scale technology imports. In the 
context of India's Seventh Five-Year 
Plan launched in 1985, Australian cor- 
porations in extractive industries and 
agro-business are well-positioned tc 
enter the Indian market. 


D: the rest of the 1980s, the In- 
dian economy is likely to see public- 
sector corporations make huge invest- 
ments — US$34 billion on power gener- 
ation, US$12.2 billion on railways, 
US$7.4 billion on coal mining, US$1.9 
billion on forestry, US$1 billion on ani- 
mal husbandry and dairying, US$500 
million on solar and wind energy deve- 
lopment, US$500 million on developing 
fisheries and US$300 million on food 
storage and processing. These are defi- 
nitely areas where Australian firms can 


supply 









Hayden: a new awareness. 





Australia s market share of Indian im- 
ports had plunged to only 0.995 by the 
end of 1984. Australia's share in world 
markets increased from 1.2% in 1980 to 
1.3% in 1984. 

Both government officials and 
academic experts attribute the low and 
declining trade between India and Aus- 
tralia to plain ignorance on both sides. 
The prevailing perception among most 


` businessmen is that the size of the mar- 


ket in the two countries is'very small. 
Government officials are now at pains 
to point out that this is incorrect. Even 
though Australia has only 15 million re- 
sidents, its population is affluent 
enough to constitute a viable market for 
many of India's exports. The Australian 
exporter has viewed India as just 
another poor Third World country. This 
perception ignores the fact that India is 
now the third-largest economy in the 
Asia-Pacific region. 

Although India's per capita income 
of US$25@ is low by even Third World 
standards, the country has one of the 
most skewed income distributions in the 
world. Asa result, there has emerged in 
India a relatively well-off middle class of 
about. 75-100 million people: This mid- 
dle class has been a major draw for 
many US and Japanese multinationals. 






| Deep Kapur, an Indian financial 
journalist, is currently a doctoral 
student in economics at the Aus- 
tralian National University, Can- 
berra. 








Neglected markets 
offer hidden rewards 


ing each other as an important market | 


_ This trend towards increasing econo- - 


though trade between India and Austra- 





















B oth politically and in the context 
فا‎ of trade and other economic rela- 
tions, Australia and India have lived for 
long in what one Australian newspaper 
. has called “a state of mutual disregard.” 
. What M. H. Ansari, the fndian High 
. Commissioner in Canberra, calls a pro- 
cess of “mutual enlightenment” started 
uite recently with Australian Foreign 
Minister Bill Hayden's visit to India in 
June 1984. ; | 

— There is now some indication that 
both countries have at last started view- 


worth active and serious exploration. In 
Australia's case, India could be a far 
more promising market than China, on 
which so much effort is being expended. 


mic relations is expected to be signific- 
antly strengthened after Indian Prime 
Minister Rajiv Gandhi visits Canberra 
this month. During the visit, a science 
and technology agreement between the 
. two countries is expected to be signed. 
This is to be followed by a meeting in 
Canberra of the Joint Business Council 
. of Indian and Australian businessmen. 

= Two fears of effort on the part of the 
two countries’ officials have already 
begun to pay off. However, even 














liais up by more than 50% over the 1984 
level, compared with the potential the 
total volume is abysmally low. 
. Inthe 12 months to June, Australia's 
exports to India amounted to A$428 
million (US$269.2 million), accounting 
for 1.3% of total Australian exports. 
. More than 40% of Australian exports to 
| India however, is coking coal. During 
the same period, Australia imported 
only A$170 million worth of goods from 
India, which amounted to less than 
0.5% of total Australian imports. 
Not only is the volume of Indo-Aus- 
tralian trade low in magnitude, it has de- 
clined in relative terms, having failed to 
keep pace with the rate at which world 
trade has grown. Between 1978 and 
1984, the trade between India and Aus- 
tralia fell by 40% in dollar terms, against 
.à world increase of nearly 50%. 

In the same period, India's share of 
Australian imports declined from 0.8% 
to 0.6%. Latest figures indicate that 
. India's market share has fallen further 
| to about 0.5%. This decline has taken 
| place when India's share in the world 
| market has been growing. India's mar- 
| ket share in total world exports went up 
| from 0.4% in 1980 to 0.6% in 1984. 
| Australia's share in the Indian mar- 
| ket fell even more dramatically during 

the period. From a 1982 high of 2.3%, 
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Your window to Tawan Ours to the world 


TAIPEI 





5 Hsiny: Road. Section 5 Taipei, Taiwan. ROC 
Tel(02)725-111 . Telex 28094 TPEWTC & 10571 TPEWTC 
Operated by 

China External Trade Development Council 
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See The Largest 
Display of Products 
under One Roof 
in Asia 


Save time, money, and effort on your 
next buying trip to Asia. See the 
largest assortment of merchandise 
on display anywhere in the region. 
Visit the Taipei World Trade Center. 


More than 163000 square meters of 
floor space; 1689 booths and 1,069 
showrooms featuring the products of 
more than 2,500 domestic and 
foreign manufacturers. Everything 
from computer peripherals to kiddie 
Cars. 


Multilingual staff. Computerized 
communications. Restaurant. One 
of the most modern, efficient facilities 
of its kind. Make it your first stop in 
the Far East. 


For further information, contact our branch and representative offices., 


Hong Kong 5-251647; Jakarta 351212; Kuala Lumpur (02)2426176; Manila 46-18-80; . 


Singapore 2224951; Bangkok 2519393-6 





— petroleum, precious and semi-pre- 
cious stones, edible oils, non-ferrous 
metals, professional and scientific in- 
struments and paper and paper pro- 
ducts — is low enough to permit a major 
push. AT. 

/ India’s gross domestic product has 
registered an average inflation-adjusted 
growth of 5% a year in the past five 
years and is expected to. continue to 
grow at this rate in the medium term. 
For India to attain this rate of growth, 
imports are projected to grow faster 
than GDP — at about 6% a year. In- 
creases in India's own production of 
petroleum is levelling off, and with the 
pattern of domestic energy consump- 
tion shifting increasingly towards oil 
and electricity, in five to 10 years India 
will once again be a huge market for 
petroleum products. 

For India's policymakers, the situa- 
tion in the minerals sector is even more 
vorrying. As the Seventh Plan docu- 
nent puts it, “the prospective demand/ 


"` supply balance for several minerals is a 


cause of concern." India's mineral re- 
serves have become depleted in the 
course of industrialisation and the pro- 
jected industrial growth rate of 7% in 
the next five years will see the minerals 
situation deteriorate even further. The 
long-term Indian policy towards miner- 
als is outlined in the Seventh Plan docu- 


€ Australia's market share 
of India's major imports . . ۰ 


is low enough to permit a 
major push.9 





ment: “Large imports and a lower rate of 
depletion should be preferred in order 
to extend the life of scarce mineral re- 
serves." In the next five years, India 
plans to import nearly US$2 billion 
vorth of major non-ferrous metals. 

An Australian mining and minerals 
mission did visit India in early 1985 to 
explore possibilities in the Indian mar- 
ket. This was followed by Trade Minis- 
ter John Dawkin's trip in October. A 
working group was set up but, as yet, 
the group has not had even one meet- 
ing. The Indian side has, meanwhile, 
suggested that several such working 
groups be set up. 

India is concerned about the yawn- 
ing trade gap between the two coun- 
tries. In the year to June 1986, Australia 
enjoyed a trade surplus of A$258 mil- 
lion. That is more than 40% of the total 
trade between the two countries. As à 
result, Indian officials have already 
started exploring countertrade arrange- 
ments. 

It is abundantly clear that before 
Australia can think of a major boost to 
increase exports to India, the trade-gap 
problem will have to be reconciled. In- 
dian officials are counting on signific- 
antly increasing India's exports of en- 
gineering goods to Australia. This is one 
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creasing Australia's economic inter-ac 
tion with India is immense. However 
what will happen in the future will de 
pend a lot on initiatives taken at the po 
litical level to increase the level o 
awareness among businessmen in boti 
countries. . Fortunately, the politica 
perceptions of the two nations are re 
markably similar. Australian Prime 
Minister Bob Hawke and Gandhi re 
mda took, akg t ach other a 
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| It is clear that the potential for in 
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nual growth rate for o produc 


7M tion achieved. in the second five-yea: 


plan (1980-85), as compared to th 

2.6% population growth rate in 1985, i: 
a result of government measures aimec 
at increasing the involvement of the pri 
vate sector in agriculture, The govern 
0 T Ocused on the ex 


E 









quate loan facilities. and establishing 
realistic pricing policy. 

The cautious monetary and credi 
programmes undertaken’ by th 
. Bangladesh Bank (the central bank 

during 1985-86, after the excessive 
money supply situation during the pre- 
vious three years, has proved fruitfu 
with both money supply and bank credit 
targets achieved. Money supply rose by 
. only 16% and credit rose by 15% in fis- 
cal 1985-86. Pu 

Fakhrul Ahsan, economi 
the central bank, told. the R 
similar cautious credit and monetary 
policies were being followed this year to 
ensure di ipline in the banking sector. 
Money su}. ly and bank credits are ex- 
pected to remain at the same level as last 
year. 

The IMF has expressed its satisfac- 
tion over the bank's policy and has been 
releasing quarterly instalments. of ; 
cial drawing rights 24 million (S 
equivalent to US$29 million 
out of the country’s stand 
SDR 180 million. The IM is 
funds in July without asking ay ques- 
tions and was expected to do the 
the end of September. The stan 
arrangement's last inst m: nt wil "be 


























ary discipline helped Ba gladesh im- 
prove its foreign-e 
sition at the end of June e 
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ese imports. has beei on à steady | 


slide. From 6.6% in 1978, this fell to 
3.5% in 1984. China is also concerned 
about: ts continuing trade deficit with 
Australia. Unlike India, the Chinese 
cannot offer a good range of medium- 
range technology goods which Australia 
may be interested in importing. 

There are other reasons why doing 
business with Indians may be more at- 
tractive than with the Chinese. For one, 
given all the socialist rhetoric, India is 
predominantly a capitalist economy 
with entrepreneurs free to do deals on 


their own. Within limits, this is also true 


of the public-sector corporations. Sec- 
ondly, i i 
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—REVIEWTABLE by Andy Tang 


borrowers, the government has sent a 
list of defaulters to all commercial banks 
— the four largest commercial banks 
which provide the bulk of project loans 
are government-owned — with specific 
instructions not to offerany further loan 
facilities to. them. The action was taken 


at the behest of the World Bank, the | 


Asian Development Bank and other 
providers of funds for the industrial. sec- 
tor through the country’s two industrial- 
financing institutions. 

Actual GDP growth during fiscal 
1985-86 was revised downward from 
5.2% to 4.9% (REVIEW, 3 Apr.), and 
the foodgrain production figure cut 
from 16.5 million tonnes to 16.3 million 
tonnes in the finance adviser's 1986-87 
budget speech. Some government offi- 
cials now contend that foodgrain pro- 
duction in 1985-86 was even lower at 
16.1 million tonnes, because of a 
shortfall in wheat production. (Figures 
for actual food production in 1984-85 


have been revised to 16.08 million ton- . 


nes, instead of 15.8 million.) In view of 
the current year's uncertain situation, 
economists believe that unless favoura- 
ble weather produces a really. good 
foodgrain crop, the current year’s GDP 


-growth may not even match last year’s. 


Syeduzzaman says that the 3.9% an- 
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Vhile the recent devaluation of the | 


Public - 
sector 


۱ y Australia; | 
is a More important market than. 






































is also clear t 


ustralia is for India. The Australian 
onomv is facing an extremely depress- 
1 world environment for its products. 


kustralian dollar has helped, it cannot 
ovide enough muscle to fight agri- 
ultural subsidies being given. by the 
:EC and the US. Developing new mar- 
ts for Australian JR NIS is. essen- 


This becomes more important as 
ustralia's business relations with 
hina shows signs of cooling off. De- 










sector. 






j 'angladeshr s current recession is due 
ww largely to the lacklustre perform- 
nce of the jute sector, which accounts 
r nearly 60% of total export earnings 
nd dominates the country’s agricul- 
ire, industry and foreign-trade sectors. 
e situation has been aggravated by 
government's increased efforts since 
year to recover outstanding indus- 
ial and agricultural loans and virtually 
| halt further loans to new industrial 
idertakings. 

According to the Bangladesh Fi- 
ance Adviser, Mohammad Syeduzza- 
an, raw jute prices declined by 45% 
ing 1985-86 (ended 30 June), with no 
gn of immediate recovery. The gov- 
nment had to finance, at a cost of 
aka 4.5 billion (US$150 million), one 
imate says, the stockpiling of 4 mil- 
n bales of surplus raw jute, helping to 
bilise the internal jute price situa- 
tion. The drastic fall of crude-oil prices 
during the same period has robbed jute 
ds of their competitive edge over 
petrochemical ased synthetic fibres. 
pu rosuit of the | | 
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Belgian Francs and European Currency Units. 

Your income is "rolled-up'" into the price 
of each share class which makes the Fund 
a highly taxefficient investment for 
investors who anticipate a future deciine 
in their rate of tax. 

it is even more beneficial for those who 
are resident in countries where such gains 
are, for tax purposes, treated as capital 
gains rather than income. 

All transactions can be carried out by 
telephoning the manager without the 
necessity of further written confirmation, 
which lets you realise your holdings or 
Switch currencies at very short notice. 

So for a secure capital growth, let 
Charterhouse put you on course. 

For a copy of our prospectus, please fill in 
and return the coupon. 


1E POWER IS IN THE PARTNERSHIP 
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Jbody seeking secure capital growth 

nsider the International Money 

. Markets with their advantageous wholesale 
interest rates. And Charterhouse International 

Currency Capital Funds Limited is one of 

> most tax effective and simple 

estment vehicles to use. 

hats more, because the Fund, located 

and managed in Jersey is advised by 

Charterhouse Bank (Jersey) Limited you 

- benefit not only from our long-established 

- Skill and expertise, but also from the island's 

- most attractive offshore location and its 

+. stable and conservative fiscal and political 

climate. 

hares in the Capital Fund are available 

t nine different currencies: Sterling, US 

ollars, Swiss Francs, Deutchemarks, 

ch Francs, Japanese Yen, Dutch Florins, 


































“Eight years in our ‘devil’ 
and $500,000 sa 


Each shutdown meant connecting a back-up 
compressor, and resulted in three days’ lost productio 
at a cost of $4,000 a day. Ww 

Because of these excessive maintenance co 
plant management sought an alternative compressor. 


Enter Atlas Copco. 

To solve the problem, Essex Chemical was ai 
vised to approach Atlas Copco. Working together, the 

suum Essex plant engineers an 

Atlas Copco design eng, 
eers found the optimur 
solution. An Atlas Copc 
single stage, centrifugal 
compressor whose im- 
peller design overcame 
the problems of deposit 
and power loss due to cc 
rosion. And ensured a 
longer, more reliable cor 
pressor life in that hot cc 
rosive environment. 





24 hours per day, seven days per The ۲ 
week, year in year out. Totally reli- e new compres 


able, totally productive - even at or was installed in 1978, 
4300F (23290). and according to David 





Fire and brimstone. 

That's the devil’s brew behind the production of 
sulphuric acid and sulphur dioxide, two highly import- 
ant but highly corrosive chemicals. 

Operating machinery 1n this hostile environment 
caused Essex Industrial Chemical Corporation excess- 
ive downtime and maintenance costs as well as eroded 
profits. 

So, if you re concerned with profitability, no mat- 
ter what industry you re in, heres a lesson worth noting. 


$63,000 lost each year. 

This was the problem facing Essex Industrial 
Chemical Corporation, part of a major U.S. chemical 
company, at its plant in Newark, New Jersey. 

Producing approximately 45 tons of liquid sul- 
phur dioxide every day, the company was losing up to 
twelve days of production every year. And $15,000 a 
year in repair costs to its sulphur dioxide process 
compressor - a vital part of the production process. 

The compressor had to be shut down four times 
a year to remove the build-up of chemical deposits from 
the rotors. And every year, the rotor edges had to be 
resurfaced, due to excessive corrosion. 


chen’ without a hitch - 
din the bargain.’ 





over 130 countries are involved in mechanical produc- 
tion, food processing, chemicals, pharmaceuticals, tex- 
tiles and electronics. Not forgetting, of course, building 
and construction contractors and mine operators. 


In fact, our invoiced sales in 1985 exceeded 
US $1.25 billion. 


We helped Essex, can we help you? 

When you buy from Atlas C Opco, you re not just 
buying a highly reliable product, you're buying a prof- 
itable means to improve your efficiency and capacity. 

Our aim is to help y ou cut your operational costs. 
Or increase your company's income. Or both. 

But these systems and products are not de- 
veloped by us on our own. Like the case study you've 
just read, Atlas Copco solutions are the result of 
close co-operation with our customers. 

If you would like to find out how we can help 
you improve your company 
profits, just write to 


Atlas Copco Headquarters, EEUU E 


9-105 23 Stockholm, Sweden 


and well put you in touch Atlas Copco 


with your nearest 


Atlas Copco representative. _ 
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nes, plant supervisor at the Essex Industrial Chemi- 
| plant, it has run without interruption, except for rou- 
paintenance, ever since. David James maintains 
Atlas Copco compressor has proved to be effec- 
e. It’s put us ahead in terms of maintenance and 
wntime by about $63,000 a year and improved pro- 
ction and morale through its quieter, completely 
iable operation. We know we made the right choice." 


ho is Atlas Copco? 
Atlas Copco is one 
the leading companies 
the compressed air and 
draulics fields, offering 
00 products and their sys- 
ns to more than 250,000 
ristered customers for 
reased productivity in 
:h areas as air com- 
'ssion,rock drilling and 
lustrial automation. And 
ough major acquisitions 
he U.S. and Europe, gas | 30% ae وم دوع‎ extra 
npressionandexpansion. | (pars productivity. ——— Te 
Our customers in 


Between the two of us. 
hıgh performance 
does not always involve 


high risk. 


You can enjov an outstanding rate 
of return without the risk associated 
with many high performance 
investments. Bank of Boston offers 
the Boston International Funds, with 
1985 performance levels of 13% 
to 343°0 better than traditional time 
deposits. The majority of these 
Funds are exempt from U.S. withhold- 
ing taxes, and are backed by a world 
bank with 200 vears of service 
and security. A minimum investment 
of US $25,000 is required. 


‘To learn about Bank of Boston WWF /Kojo Tanaka/BCL 
products, and to engage the services Th 
of a personal banker committed to - C 
a long-term confidential relationship Giant Panda 


with vou, please write to: 


International Private Banking, needs youl help 
P.O. Box 13603, General tO survIve 


Post Office. Hong Kong. 


ONE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
e Province, burst into flower and then die off. And 

thats bad news for the Giant Panda, which 


BANK OF BOSTON depends for its survival on huge amounts of 


۰ ۱ bamboo. 
International Private Banking 
i pum e But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 


WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 


A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 
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Because the Far Eastern Economic 


Review has the largest and most . 





highly qualified editorial staff of — 
any publication in Asia, its readers 
recognise that it is the unchallenged - 
voice of authority in Asia. 

People in power, the right people, 
turn to the Review for its unrivalled 
coverage of Asian affairs. 

Advertisers of quality products. 
and services who have something 
important to say talk through the. 
Heview. | 

They know that when the Review ۱ 
speaks, the right people listen. 
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Advanced technology from AEG: 


This means electrical and elec- 
tronic equipment, systems and 
installations for automation, 
communication and information 
for industrial and power 
applications, for defense and 
transport, for the office and the 
home. 











Behn, Meyer & Go. (Pte) Ltd. 
100, Pasir Panjang Road 
Singapore 11 

Phone: 4736633 

Telex: rs 21390 





These shining examples of inno- 
vative technology in solar energy 
are brought to life by AEG, 
offering new sources of energy 
for the most diverse applica- 
tions... even in sport. 

Although using solar electricity to 
power vehicles is anew technology, 
it has long been a proven, 
practical source of energy in do- 
mestic and industrial applications. 
The photovoltaic cell, which trans- 
forms sunlight directly into elec- 
trical energy is the key to clean, 
Safe solar technology. 

Lightweight solar panels from AEG 
are used to supply power to 
rechargeable batteries in the home. 
And for industry, AEG solar 
technology provides energy for 
satellites, as well as terrestrial 
applications such as navigational 
aids, irrigation systems, water 
purification systems, communi- 
cation transmitters, receivers and 
amplifiers. 


A Tank Full 
of Sunshine. 
Thanks to AEG. 


AEG has introduced the world’s 
first mobile solar service station, 
able to pump solar power into the 
tanks of five vehicles at once. 

The station was introduced 

at the “Tour de Sol '86" where a third 
of the sun-mobiles were powered 
by AEG generators, a majority of 
them winners in many vehicle 
categories. 


You can find AEG in 111 countries worldwide. 






goods remains sluggish. Massive |‏ ال 
amounts of cash have continued to flow |‏ 
into domestic investment trusts. 1i 1‏ 
The other answer is that Japan's big |‏ 
brokers simply did not want to let the —‏ 
market slip away. Among other things, |‏ 
a market slump would hurt the first his- |‏ 
toric auction for public shares in Nippon‏ 
Telegraph and Telephone (NTT), ۷‏ 
Japan's largest private company. E‏ 
Trading for the new fiscal year which |‏ 
began on 1 October is under way. That |‏ 
traditionally prings the market to life |‏ 
again — and volume shot up to 2 billion. 1‏ 
shares. What has distinguished the |‏ 
start-up of this fiscal year is the amount |‏ 
of institutional funds still flowing into’ |‏ 
the market, along with those of mutual -‏ 
funds, whose ceilings were liberalised |‏ 
over the summer. Low interest rates |‏ 
have sent the institutions scurrying inio‏ 
the stockmarket at home. ۱‏ 
THE flow of funds is even more re- |‏ € 
markable, considering thatthe biggestin- |‏ 
stitutional investors, such as life-assur- |‏ 
ance companies, have also keptupafast |‏ 
pace in investing in foreign bonds, doubl- |‏ 
ing the amount bought each year. What |‏ 
is often overlooked is that the apprecia- |‏ 
tion of the yen over the past 12 months |‏ 
has made foreign bonds much chep |‏ 
(in yen). That in turn has left institu- |‏ 
tions with more yen to commit locally. | |‏ 
The rising market is making Japan |‏ 
ese balance-sheets look mighty i mp‏ 
sive. Tokyo Electric Power, the world's -‏ 
ی largest private electric-power company,‏ 
has seen its equity value top the ¥10 tril- _‏ 
lion level, challenging IBM for the |‏ 
world lead. If NTT's shares trade as ex- |‏ 
pected at around ¥1 million, its market |‏ 
capitalisation will come to ¥16.5 tril- |‏ 
lion. als‏ 
The only investor group which seems —‏ 
to be genuinely squeamish in recent |‏ 
weeks are foreigners, who have in any |‏ 
case become marginal players over the ©‏ 
past few months. The idea of locking |‏ 
into the profits already made in Tokyois |‏ 
spreading. Fewer Japan investment = fi‏ 
funds are coming on to the market,‏ 
though such funds outperformed all‏ 
others over the past year. |‏ 
The braver (and younger?) mana- |‏ 
gers have not panicked. However, |‏ 
cautious foreign managers were build- -‏ 
ing up cash positions in the weeks even ~‏ 
before the Nikkei dropped. In some‏ 
global schemes, Japan is being‏ 
downgraded as the best place for fast -‏ 
growth. That is probably wise. Foreign- |‏ 
ers, who invested either dollars or ster- |‏ 
ling in Japanese stocks 12 months ago —‏ 
got an exchange bonus of 40% and 3695, —‏ 
respectively. That almost certainly will‏ 
not be the case over the next year. |‏ 
That perhaps leaves the Tokyo mar- |‏ 
ket firmly in the hands of the shinjinrui,‏ 
who do not worry about exchange rates -‏ 
and who may just still believe that mar- —‏ 
kets can rise forever.‏ 
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Youthful traders: unbridled optimism. 


cent downs just a bit of preparation for 
the market's next leg up? 

e BY past standards, the: mid-Sep- 
tember correction was smallish beer. In 
value terms, on 12 September, the Nik- 
kei lost 2.5%; on 16 September, it was 
down 3.5%. Before the market righted 
itself, the Nikkei had shed 8.4% of its 
value from the August peak. 

Not to worry? Since the great 10% 
Stalin crash of 5 March 1953 (the day he 
died), the Tokyo market has recorded 
10 one-day losses of more than 5% in 
value. The second-largest one-day crash 
(an 8.69% loss) struck on 30 April 1970 
when Bernie Cornfeld's IOS scam col- 
lapsed. The last 5%-plus plunge came in 
October 1974, in the aftermath of the 
first oil crisis. 

In the 1980s, Tokyo has lived 
through the Granville shock of Sep- 
tember 1981 and a sharp selloff in April 
1985, when there was talk of a tax on ex- 
ports, but both produced single-day 
losses of less than 5%. So young fund 
managers have yet to experience à 
bloodbath of their own. Adding to con- 
fidence is the fact that since reaching a 
bottom, the stockmarket has recovered 
more than half its earlier loss. 

Why did September not turn into a 


complete disaster? 


One rather academic point is that 
crashes tend to follow genuinely" bad 
news. The wonder of Tokyo's bull mar- 
ket has been the fact that Japan's econo- 
mic prospects have not justified a soar- 
ing stockmarket at all. 

But as is well known, the Tokyo mar- 
ket’s rise has been almost entirely led by 
the sheer weight of money: too much 
surplus Japanese cash with too few 


places to go. There are no clear signs 


that the flow of cash is about to dry up, 
which is good, in the long term, for the 
market. Companies have raised money 
and put it into securities, and will con- 
tinue to do so as long as spending for 
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€ IN an age of "new teed” portfolio 
managers and traders in Tokyo, the 
term “old-timer” in the. stockmarket 
now means just about anyone who is 
more than 30 years old and/or with a 
memory stretching back more than a de- 
cade. Pundits have dubbed the younger 
generation of Tokyo fund managers the 
shinjinrui (new human beings). 

The typical (though probably apo- 
cryphal) profile of the new breed is of a 
25-year-old, with unbridied optimism 
that markets can rise forever, and an 
equally striking lack of experience with 
markets that suddenly come tumbling 
down. Over the summer, while old-tim- 
ers spent much time fretting that the 
Tokyo equity market was in fact about 
to become dangerously skittish, the new 

reed was industriously pushing prices 
-d new highs. 

New records were being set with 
worrying frequency. Daily trading vol- 
ume hit an all-time high of 2.3 billion 
shares on 21 August, the day after the 
Nikkei 225 index hit its all-time high of 
18,936.2. Individuals borrowed a record 
amount to buy shares, with the margin 
balance topping *4 trillion (US$25.9 
billion). 

Government officials warned that 
the market was overheated. The Minis- 
try of Finance was said to be warning 
brokers and investors to cool it. Tokyo 
Stock Exchange officials temporarily 
cut back on trading hours for the first 
time since January 1973 (when the Nik- 
kei was hitting a then-record high of 
5,359). At one point in August, the mar- 
ket managed a three-day, 800-point 
dive and then shot up 432 points in one 
day. 

So the old-timers simply shrugged 
hen, one Friday in mid-September, 
1e Nikkei index nose-dived by a record 

460.73 points. The following Tuesday 
(16 September), when the market drop- 
ped by another record 637.33, even.the 
new-breed managers were beginning to 
understand why old-timers, worried 
about falling markets. Many old-timers, 
meanwhile, rubbed their hands with 
rather sadistic satisfaction and glee. 

€ IN fact, the losses were nowhere near 
as shocking as they might have been, 
considering that nearly everyone agreed 
that prices had probably risen too fast to 
their dizzying heights. Tokyo share 
prices fell mainly because New York 
shares did. Securities-house fund mana- 
gers were also upset by news that the au- 
thorities were looking into how they had 
finagled the huge amounts of money 
pouring into the market through special 
trust accounts (eigyo tokkin). 

Had Tokyo’s bull market run its 
course? Would there be no Nikkei at 

¥ 20,000 by Christmas? Or, were the re- 
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— which 1 ank of Tokyo, 
Sumitomo Corp., Standard Chartered, 
Chemical Bank, Bank of Boston, 
Dresdner Bar& and the Royal Bank of 
Scotland — then told the creditors that 
speed was vital, and said the most recent 
arrests made to enforce “demands for 
relatively minor concessions" under- 
scored this point. 

For the Chao family and Amex Asia. 
the resulting six further signatures to the 
plan thus represent a significant easing 
in what had been a major bottleneck. 
Before the meeting, Wah Kwong had 
stated that only four of the Japanese 
creditors had signed up, though “virtu- 
ally all . . . have voiced their support in 
principle." As a further incentive for 
more signatures, the company also em- 
phasised that more than US$170 million 
of the sum owing to Japanese creditors 
is either unsecured or undersecure^- 
and that “virtually none of this would! 
recoverable in liquidation." 

The 40% owed to Japanese creditors 
does not take into account new ships 
ordered by Wah Kwong from Japanese 
yards, and thus the promise of aid from 
China, also announced on 25 September, 
in the absence of any explanation offers 
food for speculation. Creditors were 
told that the China International Trust 
and Investment Corp. and Wah Kwong 
had signed a memorandum aimed at 
forming a joint venture in shipping 
probably involving newbuildings only. 

But no details were given as to the 
form or scale of the venture, what Wah 
Kwong's financial input would be (if 
any), what other forms Wah Kwong's 
participation might take, or whether 
the venture would involve only existing 
and upcoming debts on the newbuild- 
ings in Japan. Wah Kwong spokesmen 
were not available for comment, and 
it seemed that the timing of the a=- 
nouncement was aimed at trying | 
build confidence among recalcitrant 
creditors. 









W ah Kwong’s troubles surfaced last 
year, when its confident expecta- 
tions of riding out the long-running 
shipping recession and its placing of 
orders for new ships while prices were 
low were wrecked by a series of bank- 
ruptcies in other shipping companies to 
which it had chartered ships. Trading in 
the company’s shares on Hongkong’s 
stock exchanges was suspended on 28 
January at the company’s own request 
(REVIEW, 13 Feb.). 

Since then Amex Asia has succeeded 
in cajoling creditors into agreeing to two 
successive interim plans to keep the 
company afloat while it assessed Wah 
Kwong’s long-term prospects. Ironi- 
cally, at that stage Chase went along 
with the proposed rescue, in the face of 
attempts by Lloyds Bank and Citibank 
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Wah Kwong tanker: future in creditors’ hands. 


SHIPPING 


Choppy seas of debt 


Troubled Hongkong shipping company lurches on 


tured company." Wah Kwong founder 
and chairman T. Y. Chao, whose family 
owns 45% of the shares, then set up a 
meeting in Tokyo with the company's 21 
Japanese creditors which collectively 
account for 40% of the total debt. 

Two of the biggest Japanese lenders, 
Bank of Tokyo and Sumitomo Corp., 
had signed up in mid-September, but 
against Amex Asia's expectations this 
did not precipitate their fellow country- 
men into action. Some sources attri- 
buted this to delaysin obtaining transla- 
tions of the plan, and to local offices 
having to seek permission from Tokyo. 
But others thought some of the anxi- 
ously awaited signatures were being de- 
layed while banks sought leverage to 
improve their positions in negotiations 
with Amex Asia. | 

The low point came on 24 September 
with news of two further ships being ar- 
rested — the Venture Star in Rotterdam 
by the Hongkong and Shanghai Bank's 
US subsidiary Marine Midland Bank, 
and the Brazil Venture in Houston by 
the Bank of Montreal. But in Tokyo on 
25 September, Chao managed to per- 
suade at least six more creditors to sign 
up for the plan. He pointed out that 
liquidation would involve severe losses 


. foreveryone, and said: *We fully realise 


that the survival of our company is in 
your hands." 

An Amex Asia spokesman then told 
the meeting that members of the Chao 
family had pledged all their personal as- 
sets to the creditors, and that the plan 
would give creditors control of Wah 
Kwong's board "whenever they wanted 
it" and that, in the advisory committee's 


` | By Michael Westlake in Hongkong 
EST W ith a promise of fresh but so far un- 


W quantified funding from China, a 
visit by the founder and chairman to 


| Japan and the arrest of two more ships 


apparently acting as a spur for more 


creditors to sign a debt-rescheduling 


plan, Hongkong's ailing third-largest 
shipping group, Wah Kwong Shipping 
and Investment Co. (Hongkong), 
seems to have bought itself a little more 
time. 

The troubled company owes more 
than US$850 million to 46 creditors, and 
time is fast running out for its financial 
adviser, Amex Asia, to persuade the re- 
mainder (more than a third) to agree 
to the plan before lack of cash: flow 
forces Wah Kwong into liquidation — 
or before any of the uncommitted cred- 
itors take legal action to grab Wah 
Kwong's remaining assets. 

Wah Kwong's lowest point came al- 
most at the same time as the moves 
which offered a stay of execution. The 
arrest of two ships in the US by major 
creditor Chase Manhattan Bank in mid- 
September had already sparked a new 
wave of gloom. Chase, which is among 


| Wah Kwong's top five creditors, is a 


member of the plan's advisory commit- 


tee, and there were fears that its seizure 





.| of ships on which it holds mortgages 


would persuade other banks to make 
similar moves. 


However, after the arrest of the sec- 
ond ship, the tanker Eastern Ranger in 
Jacksonville, Florida, Wah Kwong is- 
sued a statement expressing "disap- 

ointment” at the move but saying that 
it would have “only a negligible effect 
on the cash requirements of the restruc- 
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conduct the merchant banking business 


markets activities hitherto carried out bı Grindlays Asia 


Limited in Hong Kong and the Pacific Basin. In a 0 


will act as the Hong Kong representative office of AN 
Merchant Bank Limited which is based in Londo 
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Indonesia makes price concessions over LNG sai Japan 


GL 


even though it implies. that there wi 
be two-officially listed,prices, the GS) 
and the REP. That an agreement ha 
not been reached on the matter yel 
despite the fact that LNG pricing prot 
lems surfaced at the beginning of th 
year, is explained by Pertamina's de 
sire to determine whether the va: 
drop in crude prices was a structur: 
change in the market or just a short-terr 
dip. 

Once Pertamina accepted that th 
market had gone through a structurz 
adjustment, “they clearly had the will tı 
settle this thing." said an industr 
source. He added that Pertamina i 
proving itself progressively more ing 
pendent of the lobby of the foreign .. 
companies which produce the gas sup 
plying the LNG plants, and who obvi 
ously would like as high a price as possi 
ble. 

The contracts under debate continu 
to be fulfilled under an agreed provi 
sional price. The crude-price collaps 
led the Japanese, in March, to send 
notice of disputed invoice to Pertamina 
Since then, actual invoices from Per 
tamina to the Japanese have followe: 
an interim referent price of US$21.9 
a barrel, lowered to US$20 in May 
and to US$15.60 for August and Ser 
tember. 


alculation of a new referent pric 

will be quite difficult; the pric 
could vary substantially depending o 
what internationally traded crudes th 
price is based upon. One option is t 
use the Asian Petroleum Price Inde» 
posted in Hongkong by Seapac Servi 
and adopted earlier this year by m 
foreign companies producing oil i 
Indonesia to calculate taxes payabl 
to Indonesia. Another is the Japanes 
Ministry of Finance's figures on ave) 
age monthly realised import crud 
prices, listed in the so-called Yello 
Book. 

Until the next round of formal talks 
scheduled for some time in Novembe1 
the price will be similar to the Augus 
September price, with some referenc 
to the Yellow Book. But for largely pc 
litical reasons, the Indonesian Goverr 
ment would prefer to use its own fig 
ures. So the Ministry of Mines an 
Energy (Migas) is currently working ou 
its own basket of crude prices. “What i 
the Migas price? Well, that is the bil 
lion-dollar question," said an offici: 
privy to the negotiations. | 

Calculation of what Pertamina owe 
to the Japanese for overpayment — be 
cause the eventual agreement will be re 








By Vaudine England in Jakarta 


he latest round of negotiations over 

the price at which Pertamina, the In- 
donesian state oil company, will sell 
liquefied natural gas (LNG) to Japan 
failed to provide a conclusion to the 
eight-month marathon of talks, but it 
did result in an important concession 
from Pertamina. At meetings with Ja- 
panese buyers in Jakarta from 18-26 
September, Pertamina agreed to base 
LNG prices on the realised export 
price (REP) of Indonesian crude oil 
rather than the official government 
selling price (GSP), as stipulated in the 
two existing contracts with Japan. The 
use of the REP will be applied retroac- 
tively. when a new agreement is finalis- 
ed. 

The point is crucial, because the GSP 
has stayed at US$27.46 a barrel since 
the beginning of the year, while actual 
crude prices are now around US$12. 
The original 20-year LNG export con- 
tracts negotiated in the 1970s tied the 
LNG price directly to then-high crude 
price, without provision for a substan- 
tial fall in crude prices. Japanese buyers 
have been arguing that the current LNG 
price does not reflect the steep crude 
price fall early this year. 

The contracts in question are the 
1973 contract for 8.2 million tonnes a 
year through to 1999, and the 1981 con- 
tract for 6.5 million tonnes a year. 
Two other major contracts are pending 
final signatures while the price talks 
continue. One is for 2 million tonnes a 
year of LNG to go to South Korea, the 
other for 1.5 million tonnes a year to 
Taiwan. 

It is in every party’s interest to 
finalise the talks as soon as possible. In- 
donesia cannot afford to lose the good- 
will of long-term buyers of LNG, given 
the disastrous look of its oil receipts. 
Government figures show that LNG ex- 
ports fell to 437,747 million British ther- 
mal units (BTUs) in the first seven 
months of this year compared to 
460,296 million BTUs a year earlier. 
And Japan needs to feel secure about 
the supply of about 50% of its LNG 
needs. 5 

There are two major hurdles left in 
the negotiating process: which export 
prices will be used to determine the 
REP, and how Pertamina will pay Japan 
back the difference between the new 
REP and the price Japan has actually 
been paying for LNG this year? The dif- 
ference runs to hundreds of millions of 
dollars. | 

Pertamina’s agreement to use a 
realised price referent, instead of the 
GSP, was an inevitable concession. 


nothing to do with its overall shipping 
o 


SNOW Chase i is ; owed abut -US830 
S llion secured by mortgages on three 
| ships — the Eastern Ranger, the bulk- 
carrier Sabodine Venture (arrested in 
New Orleans on 8 September) and the 
| multi- -purpose carrier Nigeria Venture. 
. However, the market value of all three 
now totals only about US$16 million, 
and Chase is not the only creditor with 


| | regard to the Eastern Ranger. 


. A Chase spokesman told the 
REVIEW that in view of the depressed 


-| market values the bank night not try to 


sell the two arrested ships, but might try 
to find other work for them. The bank 
had already agreed with Wah Kwong to 
sell the Nigeria Venture, and the 
spokesman said that, contrary to earlier 
expectations, Chase would take the pro- 
ceeds of the sale instead of leaving them 
in the company as part of the reschedul- 
ing agreement. 

The spokesman said Chase still 
wanted to take part in the plan, and was 
awaiting further contact from Wah 





Kwong about its participation. How- 
ever, sources close to Wah Kwong said 
that in effect this meant that any partici- 
pation by Chase would be limited to not 
issuing a writ for the now unsecured 
portion of its debt. 

Banking sources said Chase's action 
could prove damaging to its image 
among potential borrowers, in that it 
seemed to be taking a short-term view 
of a problem which could be solved in 
the longer term, and wondered whether 
Chase might be trying to get out of the 
shipping market altogether. But they 
admitted that if the plan goes through it 
could take 10 years or more to recover 
all the investment. However, the Chase 
spokesman countered that the bank 
had taken a "prudent business deci- 
sion" in an isolated case which was 


policy. 
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Trust in New Zealand 


The first unit trust in Wellington's booming market is launched 


rationalisation," said a presentation 
prepared by Wellington-based share- 
broker Jarden and Co. 

Jarden said the New Zealand 
sharemarket has provided the best 
average returg in local currencies of 
I2 surveyed international markets 
since 1976. New Zealand's rate of re- 
turn was an average of 28.4% over the 
past 10 years, compared with second- 
place Britain's 25.1%. A comparison 
in a second survey of international 
price/earnings (p/e) ratios — which 
measure the value of shares in torms 
of the profits earned — also showed 
that New Zealand investments are re- 
latively cheap. At the end of May, the 
average p/e ratio in New Zealand was 










13.1, and only Switzerland was lower | 
among the 11 countries in the survey. 

This, with the medium-term pros- 
pects for improving economic effi- 
ciency and profitability in a wide 
range of sectors, suggest there is room 
for a further upward rating of the New - 
Zealand sharemarket, Jarden said. 

On 29 September, New Zealand's 
main index of leading stocks, the 
Barclays share price index, reached 
its 54th new high for the year at 
3,181.63, rising from a low of 1,854.53 _ 
on 20 January. In Hongkong, Jardine 
Fleming said that the New Zealand 
Fund was trading on 29 September at 


an offer price of US$11.09, and abid — 


fund quoted on the Hongkong Stock . ۱ 


price of US$10.37, and that an appli- 
cation has been submitted to have the — 


Exchange. 
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0 Neil (right) with Leadenhall team: emphasising New Zealand's advantages. 
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By Nevil Gibson in Wellington 


he first unit trust for overseas in- 

vestors dn the high-flying New 
Zealand sharemarket is expected to 
attract initial funds of US$30-50 mil- 
lion. The New Zealand Fund was 
launched on 8 September by JFL 
Management, a joint-venture com- 
pany registered in the British Virgin 
Islands and owned by Hongkong- 
based Jardine Fleming International 
Holdings and Leadenhall Invest- 
ments. 

Although the fund's main objec- 
tive is long-term growth from shares 
listed on the New Zealand Stock Ex- 
change, it will also invest in interna- 
tional companies affiliated with New 
Zealand. These include several firms 


OR Ree HN Rd‏ چ ORA‏ و وی ی هرس ی ی ی 


2 E 


associated with New Zealand entre- 
preneurs such as Ron Brierley and 
Bruce Judge, whose Industrial Equity 
and Impala Pacific companies are ac- 
tive in the US and Britain. 

Managing director Peter O'Neil of 
Leadenhall, who is the fund manager, 
said US$10 million had been sub- 
scribed by the time it was officially 
launched, with the base unit price set 
at US$10. The fund will be open- 
ended, and for taxation reasons is 
constituted in the Cayman Islands. 

In their promotion targeted to in- 
stitutional investors, the fund's mana- 
gers emphasised the attractiveness of 
New Zealand with a more open mar- 
ket economy. “The private-sector re- 
sponse to this new environment has 
been vigorous, resulting in a high de- 
gree of industry restructuring and 
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troactive — is only part of it. Agree- 
ment has yet to be reached on exactly 
how this would be paid back, either in 
kind or in cash. Pertamina would prefer 
to make the refund in LNG, as it has 
more of that than.spare cash at the mo- 
ment. a 

However, the Japanese cannot ab- 
sorb so much extra gas. Yet neither 
would they like the entire amount in 
cash, as this would imply that they 
should pass the boon on tó consumers 
in Japan. Thus, a decision has to be 
made as to how the debt (termed by 
both parties as a commercial repay- 
ment, not a foreign debt) will be paid, 
with how much interest, and in what 
currency. 

A negotiating team from the Korea 
Gas Corp. was also in Jakarta for talks 
on 24-25 September. “In principle the 
talks are the same. But [South] Korea, a 
new buyer, is treated a bit differently," 
a Pertamina spokesman said. One dif- 
ference is that the provisional price for 

e first trial shipment of 59,250 tonnes 
ev South Korea on 23 October is much 
lower than the final REP is expected to 


As for the Taiwanese, the spokes- 
man said the final signing will be before 
the end of this year, pointing the way to 


construction of a fifth LNG-production | 
facility at the Badak plant in East | 


Kalimantan. 

A non-quantifiable aspect of the 
talks is the special relationship between 
Indonesia and Japan, which both 
sides have been keen to foster. This 
means, according to industry sources, 
that Japan is prepared to pay a price 
slightly higher than world realised crude 
prices to maintain its goodwill in 
Jakarta. 

The Indonesian argument is that 
providing a stable source of LNG is a 
long-term investment, requiring a com- 


mitment to huge capital works and in- | 
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vestment. The price of LNG cannot jus- 

iably be pinned solely to fluctuating 
-. 1de prices. The price needs to be rela- 
tively stable, Indonesia feels, because 
the financing of its two LNG plants — at 
Badak and at Lhok Seumawe in north- 
ern Sumatra — was handled off balance- 
sheet and serviced by receipts from 
LNG exports. Stability of supply was 
one of the chief attractions of Indone- 
sian LNG to the energy-import depen- 
dent Japanese. 

But observers of the talks are begin- 
ning to wonder if the Japanese are in 
danger of permanently spoiling the 
friendship. "There is a deal of resent- 
ment building up at Pertamina. The Ja- 
panese have won on the yen and the dol- 
lar," said one, referring to the advan- 
tage gained by Tokyo from the strength 
of the yen against the dollar, in which oil 
and LNG prices are denominated. 

Yet the price problem continues. “It 
is either bad [Japanese] sportsmanship 
or bad business or both," the observer 
said. Oo 
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Raleigh, a diversified ‘le manutac- 
turer and property, developer. Raleigh 
called off its earlier agreement to buy a 
20% stake in UMBC from Daim’s fam- 
ily because not only would this have 
made divestment of its UMBC shares 
more difficult, according to Raleigh 
chairman Tajudin Ramli, but also the 
terms of the deal would have left Daim 
with even more Raleigh shares to quit. 

` Lee's decision to sell off his 64.1% 
stake in Roxy brings to an end his fami- 
ly’s long association with D & C Bank, 
which was founded by his father. Tun 
Sir Henry HS. Lee. The sale of the en- 
tire holding to prominent businessman 
Chan Chin Cheung for.M$240 million 


. was agreed on 26 September (though it 


still awaits approval of a waiver of the 
requirement to make a general offer to 
minority shareholders). The deal values 
the Roxy shares at M$2.76 each — 
premium of 40% on the market pric.. 
Because of the D & C stake owned by 
Roxy, Chan must give up his director- 
ship of Bank Bumiputra Malaysia. _ 

The purchase puts paid to Melewar 
Corp.’s hopes to acquire Lee's Roxy 
holdings. Earlier this vear, Melewar 
had announced a M$259 million cast 
deal to buy the shares but then fell fou 
of a new provision of the Banking Ac! 
which prevents individuals or corpora- 
tions from buying more than 20% of the 








equity of a licensed financial institution 


Chan's purchase, however, is believec 
to have the blessing of the authorities or 
the understanding that he will reduc 
his stake-in D & C to below the 20% 
level in due course. EE 
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Marketing and distribution, and financial services were the 
diversified company's best performers. | 
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| Group announced one-for-three bonus issue. Profits helpec 
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- Falling marine bunker prices, interest rates and operating 
|. costs expected to contribute to profitable second half. 
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arliamentary opposition leader Lim - 
Kit Siang has issued a statement | 





| economy. و‎ TIE 
Results in the second half are expected to at least equal the 


No significant improvement expected in second half. 


Malaysia tells politicians to divest major shareholdings 


Electric Industries (Malaysia), which 
owns a 33.22% stake in the fifth-largest 
bank in Malaysia, Devélopment and 
Commercial Bank (PD & C). — 

` Although the divestment order is €x- 
pected. in the long run, to remove one 
has sparked off a political row because 
of the terms of Daim's family’s sale of its 
shares in UMBC. It has been reported 
in Malaysia that the present 32% owner 
of UMBC, government-owned Per- 
badanan Nasional (Pernas), has agreed 
tó acquire the holding at a per-share 


price roughly in line with the terms of | 


the recently aborted deal between 


Daim’s companies and Raleigh, in | 
which Raleigh proposed to buy 20% of | 


UMBC at a price that worked out at 
around M$9.40 (USS$3.60) a share. 


2 


claiming that Pernas is negotiating with 
the Daim family companies at a price of 
around M$8.50 a share. This is nearly 
double that of a one-for-four rights issue 
made last year, which Pernas failed to 


, take up, thus paving the way for Daim's 
family interests to acquire a majority 


stake in the bank. If this is true, Lim 
argued, then Pernas “must explain 
why.it did not take up the 7 million 


E UMBC shares of [the] rights issue at 
-M$4.50 per share, which would have 


as 
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-(US$2.7b) 
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(US$68.3m) 
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of the prime causes of controversy, it 
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or the di-- 


‘Zainuddin has already announced the 
intention of his family-owned com- 


.(UMBC).. 









































By Nick Seaward in Kuala Lumpur - 
. major change to the permissible 
WA limits of the business interests of 
ministers and government servants was 
announced by Malaysian Prime Minis- 
ter Datuk Seri Mahathir Mohamad on 
20 September. As a result, controlling 
shareholdings in two 8f, the largest 
banks in Malaysia are in the process of 
being sold to third parties. B 
` Under the new rules, announced by 
the prime minister at a press conference 
n Kuala Lumpur, ministers, deputy 
and all other politicians hold- 
yvernment posts now join civil ser- 
| in being forbidden to buy new 
: They are also obliged to transfer 
ing shareholdings to their family 
mbers or trusts but family members 
‘not be able to trade these shares. In 
ase of ministers or government ser- 
having. substantial interests in 
sanies — especially those confer- 
ring voting rights — these holdings will 
have to be divested completely. 
. Mahathir gave no deadline f 
^vestment but Finance Minister Daim 











panies to sell off their 50.38% stake in 
: Malaysia's third-largest bank, United 
Malayan Banking Corp. 


Deputy Agriculture: Minister Datuk 

















ing an agreement. on 26 Sep 
.sell his entire 64.1% holding 1 
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۷9540 - 
„| (US$61.7m). 


^. | (US$5.1m) 
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Promet Developments - E l tempts 


the five subsidiaries — Promet Dikoyu 


— from disposing of assets not exceed- | 


ing US$48 milion in the case of Promet 
Construction, 


and Promet Pipe Coatings and 


US$74.25 million in the case of Promet ewel. — 
and Promet Fabricators. Promet Di | The 
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the ‘Promet group. ‘Hol ing 
ie efforts to have Pro 
'ceivership have. n e 
Ansbacher group. much good, fio 3 
| ast the two ی‎ ta subsidiar 





a the "Singapore action - “agai i 
an is successful, it is expected t 
accountants. Peat, Marwick, Mitct 
and- Co. willbe. appointed receiv 
they have. been in Malaysia. Pro 
s its creditors a sum- now pu 
: around M$320 million, according te 
“unsuccessful restructuring scheme 
| together by Promet’s consultant 
ge thur D. fero Far East n ‘Tn 





























l Mone group at "e dan MS$122 
hon. If they were prepared to res 
ture the debt, however, the bank 
told that M$240 million: could: be: 
govered overa 36- month period. 























fend month) (weekly values) ; 





koyu, whichis 65%-owned by Promet, 
was also the one subsidiary which es- 


caped the receivership order. 


The 10 banks have also applied to the | | 
court for an inquiry to be held by the 


senior assistant registrar to determine 


whether they have suffered any damage | 
as a result of the granting to Promet of | 
the. 12 September injunction against |- 
them. These aggrieved banks include | 
Manufacturers Hanover Trust Co., 
which — contrary to the REVIEW’s re- 

|. port two weeks ago — is the biggest len- 
der to Promet with a reported exposure : 
of M$63.4 million (US$24.1 million) as |- 
at end March; Hongkong and Shanghai : 
with S$48.6 million | 


Banking Corp. 
(US$22.4 million) and First Interstate 


Bank of California with S$40.3 million. 


۲۰ to news reports from Sin- - 
gapore, the other seven banks taking 


action against Promet in Malaysia are: 


Bank Bumiputra Malaysia (S$20 mil 
lion); Beye! Bank of Canada (S$19°3 | 


million); Morgan Guaranty Trust Co. 
(S$14.2 million); Amsterdam-Rotter- 


dam.Bank (Asia); Banque Nationale de |- 
Paris; Lloyds Bank International, and 
the National Bank of Abu Dhabi. | 
A. parallel operation is now under |. 


New Zealand S. Korea 


Hongkong Australia 
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Malaysia's Pror e nights to stay in business 
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E e.g 
“become bound. up. in. a complicated. 


injunction obtained by Promet 


hese banks have already managed to - 


"varied by the High Court sufficiently to. 
; nable them to initiate legal. steps | 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
۱ 
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own injunction t to prevent all but. one of 









By ick Seaward in Kualal Lumpur 


‘heê future le stricken marine and 
| civil contracting group Promet has 






‘tangle of legal manoeuvres. Promet and 
four of its five subsidiaries in Malaysia 


have been placed under receivership by. 


_the High Court following an application 


filed on 26 September by 10 of its cred- 


“itor banks. However, Promet has hit 


; back with an application for a suspension 


his order pending a hearing of an 
r application by the banks to dis- 


af 







September (REVIEW, 25 Sept. ). 
(The 12 September injunction had 


“prevented 19 creditor banks from taking 


۱۷ legal action against the group pend- 
وب‎ the convening of meetings with its 
-creditors to restructure its debts under a 

scheme of arrangement.) 

^ Alternatively, Promet has app lied 
for the suspension of the receivership 
order on provision of a security. 
“z "To make matters more confusing, 10 






get the terms of the Promet injunction 






E against the group — steps which led to 


the granting of the receivership order on, 


:26 September. The 10 banks are now 


also permitted to sue Promet and its five 
“subsidiaries for the recovery of their - 
sans but the injunction preventing 












hem from winding up. the companies 
tands, unless e on.2 October. 
0 banks were also ‘granted their 
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World international 


: Greentsiand 


4. Gainers included 
Datamat and Siam Tyre. Turnover for the period. | 
amounted to 1.37 million shares. valued at Baht. — 


period to 29 Sept., with _ 


ines leading the race. Malaysia and South Korea were the only markets 


SEOUL: The market broke out of the doldrums to 
tall 10.61 points;-closing the period at 232.39. 


Average daily turnover dropped 5.38% to Won. 


21.13 billion. (US$24 million), for 17 million 


shares. Non-ferrous metals was the only gainer od] 


among industries, up 1.3%, while insurance led 
the fall, down 9.22 points. Two new issues, Bando 
sports and Dongbang Securities, enjoyed. the 
largest rises. Analysts blamed the fall on con- 


tinued restrictions on buying by institutions and. 
worries about new rules complicating the pricing. 


of stocks. 


HONGKONG: Local and overseas institutional 
buying, notably from the US, buoyed prices. Mar- <. 
ket sentiment was helped by better-than-expected. - 


corporate results at a number of blue chips and 


second liners. Speculation over corporate moves . 
ai the Hongkong and Kowloon Wharf and Godown -. | 
group, which had two of its companies suspended ` | 


from trading from 29 Sept. pending further an- 
nouncements, added to the trading fervour. The 
Fang Seng Index soared 110 points to close the 


period at 2,064.3, having stayed above the 2,000- 


point psychological barrier for most of the period. 
Average dally turnover rose to HK$535.54 million 
(US$68.7 million) on 180.67 million units. 


EANGKOK: The market firmed over the period 
despite a weak opening. Newly listed Samaggi In- 
surance led an upsurge at mid-session, with Siam 
Commercial Bank and Siam Food Products 
among the blue chips attrácting investor interest. 
The Book Club Index gained 0.48 of a point to 
ciose the period at 145. 


272.74 million (US$10.4 million). 


AUSTRALIA: Markets surged above their previ- | 


ous 7 May record to hit new highs, driven by a 
combination of overseas buying of resource stocks 


and renewed confidence in the stability of the- 
Australian dollar, plus a number of good annual 


profits and some end-of-the-financial quarter win- 
dow-dressing of stocks by institutions. The All Or- 
dinanes Index moved 33.4 points higher to 


1.257.2. while the All Resources index gained | 
19.2 points to 616.4 and the AH Industrials 


jumped 64.2 to 1.971] on takeover activity. | 


NEW ZEALAND: The Barclays index hit new p 


highs on two consecutive days over the period, 


finishing. with a firm tone among leading stocks. 


Brierleys firmed steadily in anticipation of its re- 


sults due on 1 Oct. Second-line stocks, however, 
moved listiesslv. On technical grounds, the mar- 


ket appears vulnerable, with share volumes con- || 


tinuing to shrink on the upswings in the i 
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ppreciating Taiwan | 


sked the trend. . > 


NILA: Atlas Mining led a market turnaround 
ran early downtrend and rose sharply, break- 
the 40% single-day price-inerease ceiling that 
utomatically suspended trading on the issue on 
Sept. Atlas was rumoured to have been able to 
rk out easier repaymen? terms with its cred- 
rs, but the company had no comment. The min- 
g index surged ahead by 386.82 points to close at 
£837.47, the highest in five years. The commer- 


average volume traded expanded by 31.5%. to 
351.25 million shares a day while average value 
irnover grew 4% to P60.25 million (US$2.9 mil- 


IGAPORE: Shares retreated in the latter three 
of the period, pushed lower by doubts over 
Malaysian dollar and Promet’s debt crisis. 
arish sentiment increased after a steep fall in 
shares of Federal Cables, which was reported 


be linked to the. suspended Pahang Investments. 
tong the losers were Metro Holdings and Cold 
rage, while Neptune Orient Lines also suffered 
ause of a big loss in the first half: Fraser's Index 
60.55 points to 4,752.88 in the last three days. 
urnover averaged 16.26 million shares a day, 
orth $$32.12 million (US$14.8 million). 


UALA LUMPUR: Investors started off the period 
unting for bargains and plantation stocks were 
'ticeably in demand. However, sentiment took à 
sedive when the stock exchange decided to sus- 
end Federal Cables after panic selling forced the 
fice of the counter down 25 M cents (10 US 
nts) on the day to 37 M cents a share. Prices re- 
-overed somewhat after the announcement of a 
arge deal involving MWE Holdings just before 
he weckend, but skittishness over Promet and the 
ate of the deposit-taking cooperatives caused 
“raser’s Industrial Index to fall 56:82 points on the 
riod at 2,588.26. Turnover averaged 9.01 mil- 
ion shares valued at M$12.71 million. 


OMBAY: The market hegan on a firm note and 
ices picked up steadily throughout the period on 
ish speculative support. Sentiment was also 
osted by active institutional support. The BSE 
dex rose gradually to close the period at 578.05 


ae 
+ 


ints, up 10.96. Bajaj Auto led gainers, up RS 
0 (US$27.40) to Rs 4,200. 


KYO: The market continued to recover during 
e period, pushing the Nikkei Stock Average 
ck up above the 18,000-point level, The index 
sed 400 points higher at 18,106.31. Trading vol- 
>in the First Section averaged 1.35 billion 
sf :.period. which was shortened by a 
ay-on 23 Sept. The recovery was 


irly broad-based. and was influenced in part by- 


€ better mood on Wall Street. 


"AIPEL: The market gained moderately amid re- 
wed buying by institutions optimistic- about 
edium-term economic prospects: But small in- 

rs, nervous over 
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second- or third-degree malnutrition. 

At a "Dialog" arranged by Negros 
Occidental's new governor, Lugar met 
an upper-crust sampling of Bacolod so- 
ciety. Not surprisingly, the sugar plant- 
ers asked Lugar for big sugar quota 
hikes — something the senator and his 
collegues cannot possibly promise in the 
current political and market mood. The 
growers nodded gloomily at Lugar's 
honest answers. 

The Negros hacienda families still 
ruling an army of labourers may sound 
frightened, but despite threatened bank 
foreclosures, scary "land re- 
form" talk from Manila ar 
grim market prospects (Suga: 
now sells at half its produc- 
tion cost), the planters still 
have quivers in their bows. 
On 19 September they brought 


at least 20,000 anti-com- 
munist demonstrators into 
Bacolod’s -town square. 


Cheering visiting Defence 
Minister Juan Ponce Enrile, 
the crowd urged hardline 
measures against the en- 
croaching NPA. — 

The failure of Bacolod's 
once-evergreen industry has 
imprinted in the world’s 
eye a tableau of hunger. 
In Southeast Asia only vig- 
nettes from Indochina equal 
this deprivation. But Negros 
by no means stands out as 

a unique Philippine aberration. Wrack- 

ing poverty grips many of the coun- 

trys 7,000 islands. And the mora 
ty play’s happy ending in, Manila ... 

February has not had much effect on 

the 70% of Philippine society said by 

Economic Planning Minister Solita 

Monsod .to. fall below “the poverty 

line.” 

In Bacolod’s environs impressive 
generosity by Canada plus help from the 
US, EEC, Australian and private- 
agency donors will augment some well- 
intentioned moves by a new provincial 
government. In time, these may take 
some of the edge off Negros’ distress as 
the children are fed. Yet out-of-camera 
vision millions of unfilmed others still 
get by at best only barely in this catas- 
trophically neglected economy. In Mar- 
cos’ day, his Tourism Ministry ordered 
Bacolod City to prepare smiling masks 
as a tourist gimmick, but the masks are 
now down. Some years will have to pass 
before Bacolod’s visitors start coming to 
see more conventional, and more cheer- 
ful, attractions. — James Clad 
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۱ apologists took minor roles. And, right 


on cue for the fade-out scene, an off- 
camera New People's Army (NPA) in- 
surgent could occasionally be coaxed 
into the line of vision. 

So much for Bacolod's entry into the 
Evening News. So much, indeed, for 
TV. But seven months after the 
script's biggest bad hat hung up his guns 
in Manila and skedaddled off to Hawaii, 


Negros remains firmly on the press and : 


politicians’ circuit. 


On 24 August, Bacolod once again 


rolled out the mat. A city hospital's 
"Nutrition Ward," a favoured whistle- 
stop, became Stop Number Two in US 
Sen. Richard Lugar's Negros itinerary. 
The troubling sights in the ward greatly 
reinforced other, less visible signs of dis- 
tress peeking out at the motorcade 
carrying the senate foreign relations 


Bacolod beggar: worldwide interest. 





committee chairman around Bacolod 
that afternoon. 

After Lugar and cameras departed, 
Stop Number Two became suddenly 
quiet again, with the starvelings lying 
prone in twos or threes on iron-frame 
beds. Mostly three to six years old, 
blinking now and then, they lay in the 
arms of mothers who still wore fixed 
smiles in answer to the senator's sym- 
pathetic questions. Where do you come 
from? Here, sir. Is your child gaining 
weight? I think so, sir. 


Nes their visitors, children at Stop 
Number Two do not stay very long. 
When and if they revive, they go home, 
mostly to Bacolod neighbourhoods 
where sub-standard diets resume. Yet 
“they are the lucky ones,” a doctor in 
the ward commented. Most malnutri- 
tion lies hidden outside of Bacolod, she 
added, where cameras obtrude less fre- 
quently. Unicef and other relief agen- 
cies report that more than 140,000 child- 
ren — nearly 40% of youngsters aged 14 
years or less — are suffering from 


mrs 


treatment of the Negros story moved. 
hunger or- 














i his centrally sited Philippine town is 
. M becoming accustomed to brief, 
| bustling visitations. Hurrying TV film 
| crews or advance parties for foreign 
| politicians keep the airport's doors spin- 
| ning. Close on their heels come various 
| Important Visitors. 

Why all the attention to this small 
| city or, for that matter, to the western 
| half of Negros island beyond? What is 
À so special about Bacolod’s sugar-basket 
| hinterland, where waves of densely 
| planted cane sweep soyth along the 
- western half of this island halfway be- 
| tween Manila and Mindanao? 

| - Although by now an “old” story, the 
| answer still makes Negros Occidental 
| the best known to foreigners of all the 74 
| Philippine provinces. Beginning last 
| year, world-wide audiences watching 


| documentaries of Bacolod's environs 
| stared, appalled, at scenes of hunger re- 
| miniscent of African famine or natural 
| disasters on the Subcontinent. 
| | In short, Bacolod's “story” is mal- 
| nutrition, or — as one unusual Manila 
| headline put it — a “calorie-count gap" 
| in the local economy caused by collaps- 
| ing world sugar prices and by sugar 
| planters' failure to diversify away from 
i this crop. But when the international 
| press began arriving here last year its 


| swiftly beyond mere 
| documented disaster: the whole island 
| quickly became a prop in a much wider 
| morality play that, in turn, played no 
| small part in Ferdinand Marcos’ 
| downfall in February. 

a The collapse of the Negros economy 
-| provides plenty of “visuals” — the mis- 
| ery of hacienda labourers’ huts just 
| beyoad Bacolod’s dusty streets; the 
` numbing frequency of funerals and the 
| ever-vivid contradiction between tropi- 
. cal “lushness” and abject poverty. And 
. “casting” the morality play came easy in 
. Bacolod: many “sugar barons” gave 
| wonderful access, at least initially, to 
| foreign reporters. ۱ 
| | In their zeal to explain, the often 
| Chinese Mestizo hacienda owners miss- 
| edsight of their interviewers' wider pic- 
| ture and puncte Complicated expla- 
| nations about monopoly practices or 
| credit policies vanished in editors’ cuts. 
| What stayed on the clip were the grow- 
| ers’ often brazenly feudal remarks 
| about their workers. “They're lazy,” 
| said one sugar planter to CBS news. 
| "They lack motivation," another ad- 
| vised NBC. 

| Indignant churchmen also found a 
.| spot in the scripting, showing little reti- 
.| cence when tracked down by TV crews. 
.| Footage of priests burying child hunger 
| victims won global sympathy. A three- 
.| minute clip closed on a pathetic cross 
. | marking a freshly dug grave. Bacolod’s 
.| pot-bellied policemen,  grim-visaged 
| labour organisers and truculent regime 
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۱ stem jor mobile and remote communications would use different frequencies for. 
200116 satellite network would relay two-way voice and data communications. 
, Cars, trains, or remote locations. The system would use two Hug shes Aircraft | 
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can be picked up by small antennas, would be reserved for trucks and cars. A highe 
ires larger antennas, L band, would be dedicated to remote telephohe servi re 
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ation from the Federal Communications Commission to operate vu the eem 2 CTS 



















e à and pulse stability during: 2 lasers warm-up il, It ae ۱ 
mined by conventional techniques, which use electro-optical/ mechanica w apertures and | 
of multiple pulse measurements. By evaluating variations from pulse to pulse, engineers __ 


€ future Taser T Syst c MEER and specifications. Hughes plies A i ۶ a the kis | 
























p, b eing سم‎ at pem for و‎ n dar, uses ۸ a ar d ۱ ۱ 
ate material. It has a settling time of 200 picoseconds, about an order of mag tude faster ‘dane g ve 
rd holding. 6- bit. Hughes silicon device. The new converter so far outdistance mmerci al devic es «5 z 
design engineers are developing special interfaces so that the device can be looked Ip un 

Versio stems for further testing and analysis. | E 










any » has assumed the operation of U.S. earth resources satellites, à the] purpose being to 
payer oney. Earth Observation Satellite Company (EOSAT), a joint venture of Hughes and 

is now operating Landsats 4 and 5. EOSAT will be the primary source for marketing, ordering, 
distributing data from these spacecraft. In addition, EOSAT will begin constructing the next- 
generation commercial Landsat spacecraft. Landsats previously had been acquired by NASA then 
turned over to the Commerce Department's National Oceanic and Atmospheric Administration. For the 
$, Landsat data has been used to map vegetation, mineral resources, and water pollution, 

ind use maps. The new spacecraft, Landsat 6 and 7, are being built by RCA and will 

dev ices built by the Santa Barbara Research Center, a Hughes subsidiary - | 




























puters give North America’s new air defense system more capability ata faction of 
‘costs. The Joint Surveillance System (JSS), developed for the U.S. Air Force by 
Hughes, watches over the entire United States and Canada from eight regional operations control 
centers. The system is controlled by nine Hughes 5118 ME central computers, each with 500,000 words 
iemory and capable of performing 1 million operations per second. These computers, in turn, 

ct seven Hughes HMP 1116 peripheral computers to perform subordinate tasks. The system provides - 
1 back-up: whenever faults are detected. Because the system requires less staff and maintenance T 
he previous system, JSS saves over $100 million a year in operating costs. Tx 
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At 2:20 AM on April 15, 1912, the White Star li 
Titanic went down in the North Atlantic. 

Seventy-three years later-in the shape of a serie 
dramatic photographs - she came back up. 

The Franco-American team that did it used a sc 
developed by our Undersea Systems Division. 

The device, which produces three times the res: 
tion previously possible, quickly enabled : the team 
a fix on the Titanic's hulk 
- a technological feat 
unprecedented at such 
depths. 

At Thomson-CSF 
achieving unprecedented 
technological feats is 
something we happen to be pretty good at. There's 
nothing secret about how we do it. We invest mass 
in R&D. Last year the company devoted 18 percent: 








LAST SUMMER IN- 
THE NORTH 
ATLANTIC, 
THOMSON-CSF 
CAME UP WITH 
ONE OF ITS BIGGER 
DISCOVERIES. 


THE 46,000-TON 
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Two specialized and separate operating groups 
produce medical diagnostic imaging 
systems and TV station equipment. 
Again, well over half of our sales in 
these two fast-growing sectors is 
generated outside France. 

Underpinning all Thomson-CSF 
operations are electronic components. BENE 
Our electronic components operating group supplies 
Thomson-CSF units with state-of-the-art products and 
is fast becoming a major supplier 
in the world market. 

Our components are every- 
where. They're out in space on sa- 
tellites and on Spacelab while here 
back on earth they’ve been central 
to many major advanced technological projects. 

Including the exciting mission that last year took 
them deep into inner space - two-and-a-half miles below 
the gray swell of the Atlantic. 


THOMSON-CSF‏ ام 


173 bd Haussmann 75008 Paris France 















ales to research. Over $800 million. It's one of the 
ss we maintain our edge in the highly competitive 
. markets in which we operate. 
. ..3mson-CSF is a leading global producer of 
۱ advanced electronics systems 
for civilian and defense 
applications. In 1985 our total 
revenues were $4.3 billion, 
over 61 percent of which was 
generated outside France, our 
home base. 

The company's core 
business is defense electro- 
:: avionics, defense and control systems, weapons 
ems, communications and data processing, antisub- 
‘ine warfare systems and training 
ulators. Thomson-CSF is the 
est defense electronics company 
‘urope and the third largest 
he world. 
Balancing these activities are 
ral nonmilitary businesses that 
re the same advanced technologies - for example, 
re the world's leading supplier of air traffic control 
ems. 








Subscribe now 


and ensure your copy each week. 


karEascernEconomic 





JETSPEEDED RATES 
C EL — EIC EET 
Brunei B$125.00 
US$75.00 


USS75 00 
US$17.50 | 0 US$58.00 
Japan ¥6,750.00 ¥ 22,500.00 


Malaysia M$71.50 M$130.00 
Nepal US$35.00 US$64.00 
Pakistan | Rezsroo | Asaa500 | 8 
Philippines | US$1450 | US$27.0¢ US$49.00 
Singapore | 80750 | sseaso | ss12500 
Thailand US$32.00 US$58.00 
Rest of Asia US$2250 | US$41.00 | 0 


North America US$51.00 US$93.00 


Australasia career + epee 
anim Ir 
SURFACE MAIL RATES 





Lame | omonims 
Hongkong | r«stosoo | HKS1S240 | 
US$19.50 US$36.00 


£13.50 £24.50 
A$24.00 AS44.00 






US$65.00 
Elsewhere J 






. . , plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for 
Lj 3months O 6 months Ll 1 year 


[] Please include the Yearbook at extra 
US$24.95/HK$195. For airmail delivery, 
please add: US$7/HK$55 


Payment of is enclosec 


(Please print in block letters) 





Name 


Address 


Country 


][( 0 CL] Surface mail 


Cheque payable to Far Eastern Economic Review enclosed 


To: Circulation Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
WONC1009 


T. ۱ 
- 


A TES dot TATUS 


EE. 


The start of something big. 


from a top hotel including a splendid 
view. 

And this spacious theme con- 
tinues throughout the hotel. 

From the impressive Regal Sea- 
food Restaurant, to the informal and 
relaxing Botania Cafe Restaurant — 
and the tempting pool it overlooks. 

You'll also find a fully equipped 
Health Club, tennis and squash 
courts, and jogging tracks nearby. 
And the most sophisticated disco in 
Hong Kong. 

The Riverside Plaza. 

By thinking big we don’t make 

you feel small. 


The moment you step inside the 
Riverside Plaza you'll notice how 
spacious it is. 

Because at the Riverside Plaza we 
believe our guests should be given 
room to breathe. 

That's why we located it away 
from the crush of Hong Kong by 
the Kowloon foothills, and just 15 
minutes from Kai Tak International 


Airport, 20 minutes from downtown. 


And if our lobby looks big and 


spacious, wait until you see our rooms. 


Every one is not only generously 
large, but also generously appointed. 
Everything you would expect 


HONG KONG 
A REGAL INTERNATIONAL HOTEL 


Gives You Room To Breathe 


For reservations, contact your travel agent, Utell International or the hotel directly: Tai Chung Kiu Road, Shatin, N.T., Hong Kong. 


Tel: 0-6497878 Cable: RIPLAZ Telex: 30013 HORPAHX Fax: 0-649779] 





"DRAGON" Teabags 


“DRAGON” teabags are 
blended from selected black 
tea. They are strong and 
brisk in taste, bright in liquor 
and attractive in packing. 
Orders are welcome 


CHINA NATIONAL NATIVE 
PRODUCE & ANIMAL 
BY-PRODUCTS IMPORTS & 
EXPORT CORPORATION 
SHANGHAI TEA BRANCH 

74, Dian Chi Road, Shanghai, China. 
Cable: "NATIONTEA" Shanghai 
Telex: 33068 SHTEA CN 


THE EFFICIENCY, 
THE TARGET... 


We've created a particular kind 
of S/C in doing business. 


This "sales confirmation" shows 
that we have varieties of light 
industrial products for export. In 
fact, we handle more than 300 
kinds and we are the largest light 
industrial products import and 
export corporation of China. For 
three decades, we have 
established business relations with 
more than 140 countries and 
regions in the world. More than 
3,000 foreign companies are doing 
business with us now and our 
annual export amount has reached 
several hundred millions US dollars. 


Shanghai is one of the main 
industrial bases in China, 
especially in the field of light 
industry which has a solid base and 
long production history. Shanghai 
is also a historical port for foreign 
trade because of its convenient 
transportation on land and sea. 
Combined with emphasis on 
trustworthiness and good services, 
Shanghai light industry has 
received much praise from 
customers throughout the world. 


We adopt flexible ways of doing 
business. We can also 

manufacture to samples using 
buyers brands, or process 
materials supplied by clients. We 
welcome all enquiries and orders. 
Please contact us for further details. 


SL] CHINA NATIONAL LIGHT 
INDUSTRIAL PRODUCTS 

IMPORT AND EXPORT 
CORPORATION SHANGHAI 
BRANCH 
209 Yuanmingyuan Road, 
Shanghai, China 
Cable: "INDUSTRY" Shanghai 
Telex: 33054 INDUS CN 





CHINESE SESAME OIL 





Being exported in large quantities, 
Chinese Sesame Oil is known to be 

‘St for health food after refining for 
n» rich content of vitamins and 
mineral matters. It also serves as 
an indispensable raw material in 
pharmaceutical, cosmetic and food 
industries. 


Chinese Sesame Oil has been 
enjoying an excellent reputation 
among consumers owing to its 
stable quality and extensive uses. 


Specifications: 
Moisture & Impurities (max.) 0.596 
F.F.A. (max) 2% 


Packing: 
In iron drums or in bulk. 


CHINA NATIONAL CEREALS, 
OIL & FOODSTUFFS IMPORT 
AND EXPORT CORPORATION 
SHANGHAI CEREALS AND OILS 
BRANCH 

11 Hankou Road, Shanghai 

Tel: 219760 

Cable: CHINAFAT 

Telex: 33032 COFSH CN 


Account Manager assigned to your business 


help you develop a tailor made strategy that 
cut the risks down to size, whilst making the | 


of your opportunities. 
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If the city never sleeps, 
when can the Financial Director 


go to bed? 


You and your company are in business to make 
money, and one thing is for certain, you don't make 
money without taking risks. 

If your business means you trade abroad you 


will sooner or later come face to face with Foreign 


Exchanges, perhaps the most volatile markets of all. 


Unless youre aware and can manage the 
risks involved, that overseas investment or dream 
contract can, overnight, turn into a nightmare. 

At NatWest were dealing around the world 


from London to Tokyo and New York, twenty four 


hours a day, in every major currency you can name. 


Nothing moves on the market without us 
knowing about it. 

And because we're up all hours of the day and 
night we can respond instantly to a change in rates 
whilst you're tucked up soundly asleep. 


Our Treasury Specialists, together with an 
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They, after all, can draw on experience gained A chat with NatWest could not only make a 
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The 
queda Executive 
bp Floor. 


¢ WE PUT THE BUSINESS 
_. TRAVELLER UP WHERE 
HE SHOULD BE. 


Exclusive accommodation, separate 
express check-in, concierge and personal butler, 
a private lounge serving complimentary 
continental breakfast and cocktails. 

At Hilton International we take 
the business traveller up to a new level. 
The Executive Floor. 

It's all part of the service. 
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Bangkok 
Brisbane* 

Hong Kong 
Kuala Lumpur 
Osaka 
Petaling Jaya 
Sydney 

Tokyo 

"Opening late 1956 
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For reservations, call your 
travel agent, any Hilton 
International botel or 
Hilton Reservation 

Service. Ask for our 
Executive Floors. 


HILTON INTERNATIONAL 
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Grain imperative 


Philip Bowring's assertions that India is 
obsessed with “national food security” 
[REVIEW, 11 Sept.] to the detriment of 
trade and greater reliance should be 
placed on international trade in grain as 
a substitute for stockpiling against har- 
vest failure, is unrealistic. Recently too 
many Indians died of starvation when 
there was a massive crop failure due to 
drought or flood. 

This had happened despite the fact 
that grain could be purchased from in- 
ternational markets, mainly because 
India did not have enough hard cur- 
rency to pay for grain imports. With a 
chronic balance-of-payments deficit, 
India's potential to pay for food imports 
would always remain marginal. And, 
given the vast numbers involved in the 
world's second most populous countrv. 
it is always prudent to have domestic 1 
serves. Moreover, given India's iu- 
adequate ports and transportation net- 
works, regional stockpiles of foodgrains 
is the best answer when a natural calam- 
ity hits the country. 

We have witnessed recently how mil- 
lions died in Ethiopia because of 
drought, when silos in the exporting 
countries were bursting at the seams. If 
Ethiopia had Saudi Arabia's hard-cur- 
rency reserves, this, of course, would 
not have happened. India's programme 
of grain stockpiling for rainy days is the 
surest way to fend off starvation at 
home in times of crisis. 

The crux of the problem is the expen- 
sive and inefficient subsidy-centred 
grain production in the EEC and Japan. 
Japan, which is a great champion of free 
trade, must give up its subsidy to rice 
farmers. Japan can afford to give up rice 
production and engage in market gar- 
dening and fruit production. Japan's 
massive balance-cf-payment  surpl 
would ensure that Japan would hay. 
money to pay for grain imports. 

The EEC should also dismantle its 
enormous subsidies and rely on free 
economic exchange for which it was 
originally created. 
Ottawa 


Self-denigration 


One aspect of modern Britain Mike 
MacLachlan failed to cover in GUEST 
TRAVELLER'S TALES [11 Sept. | is its ca- 
pacity for self-denigration. 

Britain’s current state is deeply un- 
easy and its future unclear, but Mac- 
Lachlan’s sarcastic delight in this does 
him, and yourself, no credit. 
Middlesex, England 


Mahmood Elahs 


C. S. Ross 


Pseudonyms are accepted, but letters in- 
tended for publication in these columns 
must bear the writer's signature and address. 
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nored warnings and continued to pub- 
lish leaflets with false assertions about 
the character of his opponent. The 
judges ruled that Lin did this with mali- 
cious intent. 

Finally, Lin, who was sued by his op- 
ponent because of repeated libel of- 
fences committed in his private publica- 
tions, lost his day in court (Lin never re- 
sponded to court orders to attend the 
trial and thus compounded the evidence 
for his disrespect for the law) when the 
judges ruled that the information he 
published about his opponent was false 
and that it was published with malicious 
intent. 

Lin was sentenced to 18 months in 
jail out of a maximum penalty of five 
years, despite the fact that this was his 
second conviction of libel. (He served 
two months in 1983 for a similar of- 
fence.) 

These facts, had they been presented 
straightforwardly, would have made re- 
porting on the case more accurate and 
complete. The facts also show why the 
Lin case is a purely legal matter. It is pa- 
tently absurd for anyone to suggest the 
case against Lin was politically moti- 


vated. Charles Chen 
Director, Division of Information 
Taipei and Protocol 


- LETTERS TO THE EDITOR 


Going by the book 


Although he presents a balanced view, 
Paul Mooney's coverage [Opposition in 
the streets, 25 Sept.] of Lin Cheng- 
chieh's libel case is lacking in details and 
completeness. 

To clarify, Lin was convicted on 
three major counts. First, he wrong- 
fully used the floor of the Taipei 
City Council (of which he is a member) 
to slander his opponent jn the last elec- 
tion. The relevant law is very ‘clear 
in holding that elected representatives 
are free to speak their minds in their 
respective forums in as much as their 
speeches are germane to the issues 
before the forum. Lin's barrages against 
his opponent constituted personal 
rather than council business, so Lin 
was not exempt from laws governing 
slander. 

Secondly, Lin was convicted of using 
campaign literature which sought to de- 
fame the character of his opponent and 
thus undermine the latter's chances for 
election. Article 92 of the Election and 
Recall Law is very clear on this matter: 
candidates may not use the various 
media resources to resort to malicious 
defamation of character while compet- 
ing in an election. Lin repeatedly ig- 












T orn the Opera House, 


you look straight across to another of 


Service polished to 
perfection. A style that 
could only be Regent. 
Inspirational views 
from a hotel that is 
itself an inspiration. 


Jic 
CRGEEHI 


A REGENT * INTERNATIONAL HOTEL 



























Sydney’s great 
achievements. 


AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. DUSSELDORF. FIJI. HONG KONG. KUALA LUMPUR. MELBOURNE. NEW YORK. OKINAWA. SYDNEY 


SYDNEY 238-0000, TELEX 73023; HONG KONG 3-663361; SINGAPORE 7373555. 
A member ot TheJeading Hotels of thé World” 
































Two ways of flying to Scandinavia. 
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Wake up in Bombay, Delhi 





Or sleep all night on SAS. 


We agree with you that sleeping through landings prises until the following morning. 
and take-offs is near enough to impossible. So The principle behind today’s SAS is simple. 
rather than interrupt your journey and your night’s We're making it easier for people who travel on 
sleep with a stop somewhere in India or the Middle business. 
East, why not fly nonstop from Bangkok? Just a 
short hop away from anywhere else in Asia. // 784 ۳ ۵ 
Then it's 5۸5 non-stop. All the way to Copen- 
hagen or Stockholm. Sweet dreams and no sur- The Businessmans Airline 


SAS. BANGKOK 253 8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 584110. KUALA LUMPUR 2426044. 
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Being the 
one hotel situated in 
Jakarta's business centre 
certainly presents obvious 
advantages. 


For one thing, it will leave 
you with ample time to work out in our 
superbly equipped health centre. 


You ll be quite taken, too, by the other 
considerations that we've shown the executive 
traveller. 


In the furnishings of our unusually 
large rooms for instance. And having Jakarta's 


finest continental and Chinese restaurants within 
the hotel. 


Service standards throughout the hotel reflect a 
major investment in staff training. So that you will enjoy 
the same degree of excellence that is synonymous with The 
Mandarin, Hong Kong and The Oriental, Bangkok. 





. . , plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


1 Dd bis Rate: Soft cover US$24.95 or HK$195 (or 

be j the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 


Please enter my subscription for >% 


| O 3 months [] 6 months [] 1 year 


O Please include the Yearbook at extra 
| US$24.95/HK$195. For airmail delivery, 
please add: US$7/HKS55 


Pameto LÁ Bee MERO 
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A member of Mandarin Oriental Hotel Group | 
Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin. | C 
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THE MANDARIN Hong Kong: The Excelsior, an associate of Mandarin Oriental. | Cheque payable to Far Eastem Economic Review enciosec 
JAKARTA For reservations, call TheJeading Hotels of the*Worldor your travel agent. To: Circulation Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 
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Science fiction has a way of 
turning into science fact. 


screen could be made. So they made it, proving 
once again that the future is limited only by your 
imagination. A wristwatch TV? A TV you can hang 
on a wall? Who knows what's next! 

Epson were also first to introduce a powerful. 
computer small enough to fit in a briefcase. سر‎ 
But that's hardly surprising when you " 
consider our other small successes. 
Now we offer a wide selection of IBM 
PC compatible computers. Of course, 
that's to be expected. What's unexpected is 
more power, better graphics, and more features 
that are easier to use. At a value that's no fantasy. 

So next time you read about an idea you think 
belongs in a science-fiction movie, think again. 

It may just be available from Epson. 







Epson. Where anything is possible. 


n Tel: (0266) 52-3131 Telex: 3362435 EPSON ELECTRONICS (SINGAPORE) PTE., LTD.: No.1 Maritime Square, 
N ELECTRONICS TRADING LTD.: 30/F, Far East Finance Centre, Harcourt Road, Central. Hong Tel: 5-282555 


Kong 
CS TRADING LTD. (TAIWAN BRANCH): 1-8F, KY. Wealthy Bldg., 206 Nanking E. Road, Sec. 2, Taipei, Taiwan ROC. Tel: (02) 536-4339, 5518248/9 Telex: 24444 


EPSON 


SEIKO EPSON CORPORATION: 3-5, Owa 3-chome, Suwa-shi, سرا‎ 
# 02-19, World Trade Centre, Singapore 0409 Tel: 2786071 Telex: 39536 EPSO 


Spaceships. Robots. For some, ideas that seem 
like science fiction. But for Epson, ideas like 
these are the seeds of the future. So when our 
engineers suggest an idea that seems as though it 
came from outer space, we give them some 
space to develop it. 

One of those ideas was a printer small and fast 
enough to work in a calculator. An idea that Epson 
were first to realize. But we didn't stop there; we then 
used this expertise to develop high-performance, 
high-quality printers for PC's. Now Epson are the 
world's leading manufacturer of printers. 

Another first was using liquid crystal displays for 
the first hand-held flat-screen colour LCD television. 
Our experience in the original development of LCD's 
led our engineers to believe that a high-resolution 
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ce World War ll, Asians in the US have been cast as‏ سور 
the model minority. Recent waves of immigrants head-‏ 
for the West have been puncturing that portrait. Con-‏ 
tributors Frank Viviano.and Mark Thompson take a look at‏ 
some of the newcomers, struggling to make it in Lotusland.‏ 
 Hmongs, transplanted from the mountains of Indochina,‏ 
„have defied US Government policy which scattered them ES ue‏ 
-across the country and are now carving out a community of | ind: heey sanal‏ 
their own in California’s Central Valley. Poverty, inner-city | China: : Problems at the plenum‏ 
crime and street gangs greeted many Asians who landed in‏ 


| Foreign relations: Ghosts from the past . MU 
Los Angeles. There and in San Francisco, political activism SriLanka: Government gets wbatthe 
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Philippines: ‘Salvaging’ peace 
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quino: to try to stop the communist 


berger visits Peking, New Delhi and 
Islamabad in an ambitious strategic | 
move aimed at weakening Soviet in- 
fluencei in Asia. 


Page64 . is 
The Bank of f Japan andthe Ministry. of 1: 
» Finance remain firm in their resolve to |. 
let the yen find its own level despite | ^ 
growing pressure for a return to fixed | LE. 
exchange rates. Meanwhile, Japan L4 HD 
starts to examine in earnest the merits. ETS 
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at naa prime minister and the Pun- 
jab police chief have exposed the 
"shortcomings in India' S VIP security 
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with radio and TV also under state 
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: ost i media control over the national 














from the move. The reduction 
follows months of pressure 
from Washington, where con- 
cern, is strong over the US- 
Taiwan trade imbalance. The 
tariff cut, to come into effect by 
early 1987, will cost the govern- 
ment more than US$140 mil- 
lion in lost revenue annually, it 
was estimated. 

A Correspondent‏ سب 


Burma cautioned over 
balance of payments 
Rangoon has been urged by the 
World Bank to “exert special 
caution" in managing Burma's 
balance of payments, to avoid 
adding to the country's exter- 
nal-debt burden. The bank said 
in its 1986 report on Burma 
that, despite the country's 
strong economic performance, 
it faces serious "financial im- 
balances," including a maj - 
increase in the current-accou 
deficit and a high debt-service 
ratio. During the fiscal year 
ended March Burma’s. cur- 
rent-account deficit reached 
Kyats 2 billion (US$287 mil- 
lion) and the debt-service ratio 
surpassed 50%, according to 


government figures. 

— M. C. Tun 
Jakarta moves to ease 
devaluation pains 


Jakarta has announced several 
new business regulations fol- 
lowing the 12 September 31% 
rupiah devaluation. 

All companies must report 
their outstanding foreign-cur- 
rency assets and liabilities as 
of 12 September and foreign- 
exchange outstandings should 
be listed at the new exchange 
rate, Rps 1,644:US$1. Claims 
on foreign-exchange losses a”a- 
to be deferred until the loss 
fully realised. It is thought tha: 
Bank Indonesia (BI, the cen- 
tral bank) is trying to deter- 
mine the country's total 
foreign-exchange exposure 
and is planning a reporting sys- 
tem to track large movements 
of capital. 

Companies are also allowed 
to revalue their assets for de- 
preciation purposes at the post- 
devaluation rate. Also under 
discussion are new measures 
to stimulate investment, and 
an increase in Bl swap 
limits. 

Meanwhile, Economic 
Minister Ali Wardhana has 
said that the country will not 
undertake any further for- 
eign borrowings during the 


current fiscal year,  end- 
ing March 1987. 
— Vaudine England 
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Mahathir requests relief 

on Malaysia's yen loans 
Malaysian Prime Minister 
Datuk Seri Mahathir Moha- 
mad, on a private visit to 
Toko, requested in a meeting 
with Prime Minister Yasuhiro 
Nakasone on 4 October that 
Japan soften the terms of offi- 
cial yen loans to Malaysia and 
increase investment, in view of 
the sharp appreciation of the 
yen and Malaysia's economic 
difficulties. 

Singapore Prime Minister 
Lee Kuan Yew will also visit 
Japan this month, followed by 
Philippine President Corazon 
Aquino in November. Tokyo is 
intent on convincing Asean 
leaders that the regional group- 
ing is still high on its list of 
priorities and that it is consid- 
ering measures to influence the 
private sector to help the 
grouping. 

— Susumu Awanohara 


Gandhi promises aid to 
Indian shipowners 

Hit badly by the global ship- 
ping slump, Indian shipping 
lines will get some form of gov- 
ernment-mandated cargo sup- 
port, Prime Minister Rajiv 
Gandhi said, but not at the cost 
of the country's trade. The in- 
dustry has been lobbying for a 
guaranteed 40% share of in- 
bound and outbound liner 
cargo, over the protests of 
cargo owners, who fear ship- 
ping costs will rise. Many of the 
lines are deep in arrears on 


debts to the government- 
backed Shipping Deve- 
lopment Fund Committee 


(SDFC), which had nearly 
Rs 9 billion (US$709 million) in 
overdues outstanding at end- 
1985. 

SDFC will be wound up this 
month and its functions as- 
sumed by the newly formed 
Shipping Credit and Invest- 
ment Corp. of India (SCICI). 


Whether SCICI will take on all . 


SDFC's liabilities and persist in 
its efforts to recover arrears isa 
subject of lively speculation in 
the trade. — Lincoln Kaye 


Taiwan cuts back 

import duties 

The Taiwan Cabinet has ap- 
proved the reduction of the 
maximum import tariff from 
67.5% to 58%, in order to in- 
crease imports. More than 
1.700 products, including many 
consumer items, will benefit 


reports, Canadian freelancer 
Robert Karniol and Australian 
David Nason, who work for the 
Darwin-based Northern Terri- 
tory News, crossed into Thai- 
land south of the Aranyapra- 
thet border post after midnight 
on 6 October. The party was at- 
tacked near Sisophon on 20 
September, three days after it 
had entered from the Thai side. 
Nason was slightly wounded 
while Karniol escaped unhurt. 
While they were being chased 
by the Vietnamese, the Khmer 
Rouge intervened and assisted 
in the strenuous trek back to 
the Thai border. 

— Paisal Sricharatchanya 


Contract criticism 

rejected by Hayden 
Australian Foreign Minister 
Bill Hayden has rejected criti- 
cism by Singapore Foreign 
Minister S. Dhanabalan of the 
recent five-year contract won 
by Australia's Overseas Tele- 
communications Commission 


PETER RORLACH 





(OTC) to link Vietnam with 
non-communist countries. The 
state-owned OTC was required 
by law to operate on a purely 
commercial basis, he said. 
Hayden also pointed out 
that Asean countries them- 
selves, in particular Singapore, 
had substantial trade with Viet- 
nam. He said “one other coun- 
try in the region" had tried to 
capture the telecommunica- 
tions contract. Industry sources 
said utilities in Hongkong or 
Singapore itself were the most 
likely contenders. 
— Hamish McDonald 


CORRECTION 


The picture accompanying 
Bangladesh opposition plans 
poll strike [REGIONAL BRIEF- 
ING, 25 Sept.) was 


of 
Va qi Foreign Minister 
H. R. Chowdhury, and not- 
M. R. Chowdhury who was re- 
ferred to in the article. 








|. Following his trip to Seoul in 


September, Japanese Prime 
Minister Yasuhiro Nakasone 
will visit Peking from 15-16 Oc- 
tober to clarify former educa- 
tion minister Masuyuki Fujio's 
controversial statements on 


. East Asian history — whioh led 
. to the latter being sacked. 


Nakasone will also try to serve 
as a "bridge" between South 
Korea and China, as was re- 
quested by President Chun 
Doo Hwan in Seoul. 
Nakasone's trip is also seen 
as a preparation for the visit to 
Japan of Soviet leader Mikhail 
Gorbachov, which is now likely 
to materialise in January 1987. 


1 


. Nakasone would also like to 
. visit Washington in the new 


year, among other things to 
undo some of the damage done 
to Japan-US relations by his 


own comments on  multi- 
racialism in the US. 

— Susumu Awanohara 
Nepal introduces 
tough drug laws 


Nepal has introduced stringent 
new laws designed to curb the 
country's growing trade in 
drugs, but stopped short of im- 
posing the death penalty for 
those who sell or deal in hard 
drugs despite strong demands 
for this by some members of 
the National Panchayat. 

Under amendments to the 
Narcotic Drug Control Act of 


| 


` 1976 passed by the National 
. Panchayat, dealers involved in 


the international trade in drugs 
face a maximum of 20 years in 
jail and a fine of US$93,890. 


` Those found guilty of selling 


drugs face a maximum jail term 
of five years and a US$25,000 
fine, while drug users can be 
jailed for one month and fined 
US$500. A recent survey re- 
vealed that about 22,000 
Nepalese are addicted to hard 
drugs. — Kedar Man Singh 


Journalists back 
in Thailand 


Two Western journalists who 
came under Vietnamese fire 
during a 20-day foray into west- 
ern Cambodia with a 100- 
strong force of the non-com- 
munist Khmer People's Na- 
tional Liberation Front, were 
subsequently rescued by com- 
munist Khmer Rouge gueril- 
las. 

After numerous confusing 


710 
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Nepal’s cancellation in 1985 of an 
agreement under which Peking was 
to have constructed part of the 
Kohalpur-Mahakali highway. 


STICK AND CARROT 


Although President Reagan will seek 


a solution to the conflict in 
Afghanistan during the preparatory 
summit in Reykjavik with Soviet 


leader Mikhail Gorbachov, the USis - 


also keeping its military options 
open. Under-Secretary of Defence 
for International Policy Fred Ickle 
recently made an unpublicised visit to 
Pakistan to dicuss ways of increasing 
military pressure on the Soviet- 


backed regime in Kabul by increasing 


aid to rebel forces. 


RELIEF MEASURE 


‘Jakarta’s decision on 2 October to 


allow foreign joint-venture 
companies in Indonesia to revalue 


their assets without having to pay tax. 


on profits resulting from the exercise, 
was timed to help the chairman of the 
Capital Investment Coordination © 


Board, Ginanjar Kartasasmita, at an 


investment-promotion symposium 


organised by the Export-Import Bank. 


of Japan in Osaka on 6-7 October. 
Since the 31% devaluation of the 

rupiah on 12 September, Japanese 
companies in Indonesia, suffering 


from the inflated rupiah value of their 


foreign-currency liabilities, have been 
clamouring for relief. Meanwhile, : 
former economic coordinating 


-minister Widjojo Nitisastro hopes to 


visit Tokyo shortly to discuss 
Indonesia’s economic difficulties with 
Prime Minister Yasuhiro Nakasone 


‘and Finance Minister Kiichi 


Miyazawa. 





association is thinking of establishing 
a training academy in Peking. The 
Chinese banks known to be interested 
in cooperating with IUBSSA are 

the Commercial and Industrial 

Bank of China and the People’s 
Construction Bank of China. 


RALLIES RETURN 


In a move which is certain to generate 
renewed tensions, South Korea's 
opposition New Korea Democratic 
Party is scheduling another round of 
nationwide rallies to drum up support 


for direct presidential elections. The 


rallies will begin in the southwestern 
city of Kunsan, site of a US airbase 
and near the political stronghold of 
opposition leader Kim Dae Jung. 
Seoul is also expected to be included 
in the rallies' itinerary. Rallies on the 
same issue were held in most of South 
Korea's major cities earlier this year 
and culminated in riots in the port city 
of Inchon. 


PEKING BOUND 


2 In an effort to 
ME improve relations 
with China, King 
Birendra of Nepal 
has named 
Bahadur Khatri, 
a former chief 
justice of the 
Supreme Court, 
as ambassador to 
King Birendra. Peking. As chief 
KEDAR MAN SINGH ] ustice Khatri 
visited China one year ago at the 
invitation of the chairman of the 
People's Supreme Court. During the 
visit he had extensive contacts with 
senior Chinese leaders in an effort to 
resolve differences resulting from 










SALES REPORT 


The Singapore Government- 
appointed public-sector divestment 
committee, under the chairmanship 
of Michael Fam, the head of the Mass 
Rapid Transit Corp., is due to submit 
its report to Finance Minister Richard 
Hu on how best to proceed with the 
sale of state shareholdings by the 
middle of November. Its findings are, 
however, unlikely to be made public. 
Instead, details of future share sales 
may not emerge until the budget next 
March. As of March 1985, the 
Singapore Government owned a 
100% share in 24 companies with a 
total paid-up capital of S$1.4 billion 
(US$648 million) and shares of 
another 35 companies with S$3.3 
billion in capital. 


SAVINGS AND LOAN 


tina has applied for membership 

ur the London-based International 
Union of Building Societies 

and Savings Associations 
(IUBSSA). Outgoing president 
W. D. Oesterbrauck reported on 

a recent visit to China at the 

17th World Congress of the 
organisation in Vienna, which was 
attended for the first time by a 
Chinese observer. Oesterbrauck 
said he noted strong government 
support in China for private 
housing construction financed 
through savings and loan 
associations. Chinese history records 
what may be the world's first known 
equivalent of a modern savings and 
loan association — in 200 BC. As a 
member of IUBSSA, China will be 
able to send trainees to the 
organisation's regional academy 
in Kuala Lumpur. In turn, the 


| THE WEEK | 


wife and his bodyguard (2 Oct.). The US 
Senate voted to give Manila an additional 
US$200 million in aid. At a court hearing 
in Honolulu, Imelda Marcos refused, 200 
times, to answer questions relating to the 


assassination of Benigno Aquino (3 Oct.). 


SOUTH KOREA wt 
The 10th Asian Games closed with South 


.Korea displacing Japan and finishing 


just one gold medal behind China (5 Oct.). A 
leading human-rights campaigner, Rev. 
Moon Ik Hwan, went on trial charged with 


inciting a violent anti-government protest 


(7 Oct.). 


SRI LANKA 
Ten Tamil guerillas were killed and 18 


others captured in a government swoop on 


a rebel stronghold in Eastern Province 
(6 Oct.). 
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MALAYSIA 

A judge rejected an appeal by Asian Wall 
Street reporter John Berthelsen against a 
government order expelling him from the 


country and said he must leave immediately 
(J Oct.). 


NORTH KOREA 


Chinese President Li Xiannian arrived on 


an official visit (3 Oct.). 


PACIFIC 

Hammer DeRoburt, who resigned as 
president of Nauru after a row over govern- 
ment revenues, regained power following a 


no-confidence vote against the incumbent 
(1 Oct.). 


PHILIPPINES 
The government filed rebellion charges 
against communist leader Rodolfo Salas, his 


e CAMBODIA 
One Australian and one Canadian jour- 
nalist returned to Thailand after being 
caught in a clash between Vietnamese troops 
and Cambodian guerillas (6 Oct. ). 


INDIA 

An assassination attempt was made on 
Prime Minister Rajiv Gandhi during an 
open-air service for the anniversary of the 
birth of Mahatma Gandhi. Police captured 
the gunman (2 Oct.). Director-general of the 
Punjab police, Julius Ribeiro, was slightly in- 
jured when he was shot by Sikh militants dis- 
guised as policemen (3 Oct.). 


INDONESIA 


Four former leaders of the Indonesian 
Communist Party, under sentence of death 
for 15 years, were executed recently, dip- 
lomatic sources said (2 Oct.). 
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Arrest of Salas stops ceasefire talks dead 


‘Salvaging’ peace ` 


his subordinates set these charges out, 
describing Salas — alias “Commander 
Bilog” — as having allegedly engaged 
since 1968 “in a war against the forces of 
the government, destroying property or 
committing serious violence.” 

Justice Ministry officials added to 
these general charges the more specific 
details: “Conducting armed sorties . . . 
undertaking the so-called ‘agaw armas’ 
in which victims were mercilessly killed 
simply for the purpose of obtaining pos- 
session of firearms . . . and negotiatin 
with foreign sources [for support of 
arms to the NPA.” Aquino's bind * 
that she cannot release a man faci 
such accusations without causing an 
uproar. 

A Philippine Constabulary officer. 
speaking on condition of anonymity. 
told the REVIEW his undercover agent: 
knew Salas was in Manila for many 
weeks. The military apparently alsc 
knew that Salas — allegedly head of the 
CPP's military commission, and hence 
the top NPA commander — was part oi 
a group conferring with Ocampo anc 
Zumel during the negotiations. 


or its part, the NDF's dilemm: 

turns on its knowledge that Aquinc 
probably knew nothing of the Salas ar 
rest beforehand, and that, ۵ 
view she takes of the motivations be 
hind Salas' seizure, politically she can 
not let him go. Yet if the communist: 
permit the arrest to derail the negotia 
tions, it is tantamount to giving those ir 


om 


Money and mouth | 


Senate reverses itself and gives Manila extra aid ۱ 


Although the senate foreign rela 
tions committee, chaired by Richart 


— Lugar, had been lobbying legislators tı 


provide the Philippines aid above th: 
annual amount required by the US 


Philippines bases agreement, the bi 


push for the aid came in the Demo 
crat-controlled House of Representa 


Within hours of Aquino's much 


` applauded speech to the joint sessio: 


of the congress on 18 je teen thi 


$$200 million 
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` tives. 


House voted a surprise U 


words, “put the money where its mouth | J | Tm ao 
: v. _ in emergency appropriation in additio: 


breath that the presidente"is leaving the 
door wide open for peace talks." 

The NDF, meanwhile, snorted 
about the military deliberately "scuttl- 
ing" the peace dialogue by snatching 
Salas. The peace talks — which since 5 
August have convened formally only 
twice — were being used to *entrap and 
arrest” NDF leaders, it said. However, 
NDF negotiators Satur Ocampo and 
Antonio Zumel added hurriedly that 
they were as “ready as ever” to continue 
the talks, though Salas’ freedom must 
be the top item on a revised agenda. 
Amid the shuffling and hardline posi- 
tions, both sides for the time being were 
thus taking care not to allow the arrest 
to have an irrevocably disruptive effect 
on the talks. 

Police plainclothes agents seized 
Salas outside a Manila hospital where 
he was receiving treatment for acute 
sinusitis — an arrest clearly catching the 
administration off-guard and reinforc- 
ing the appearance, if not the reality, of 
a president only able to react to events, 
unaware of the military's next move. 

Sources suggest Aquino has put the 
best face on a bad situation. Although 
there is cynical speculation about the 
timing of Salas’ seizure, outside the rad- 
ical Left there is very little doubt he de- 
serves to be brought to trial. This is the 
tact taken by the Aquino administra- 
tion: no matter how awkward the cir- 
cumstances of his arrest, Salas is now in 
custody and will face charges. Chief 
state prosecutor Artemio Tuquero and 


. By Nayan Chanda in Washington : 
fter a few setbacks and a cliff-hang- — 


FÀ ing debate. the US Senate finally 


reversed itself and voted in favour of 
 US$200 million additional aid to the 
Philippines for fiscal year 1987 — 
- which began on 1 October. Although. 
the aid proposal will not be finalised — 
1 ouse-Senate conference agrees | 
on the bill, the chances are high that 

`. the US Congress — which earlier had 
Offered high praise to visiting Presi- 


dent Corazon Aquino — will, in her 


is I 4 


| until a 


By James Clad in Manila 


3 gas chance of an early ceasefire lead- 
ing to negotiations between the 
Philippine Government and communist 
rebels has been killed, or “salvaged,” to 
use the fashionable Phileppine term — 
at least temporarily — by the arrest of 
Rodolfo Salas, alleged to be the top 
military commander of the communist 
New People's Army (NPA). 

Even as the Justice Ministry filed for- 
mal charges of rebellion against Salas — 
a former chairman of the Communist 
Party of the Philippines (CPP) — in 8 
Manila court on 2 October, the com- 
munist-dominated National Democra- 
tic Front (NDF) which has been 
negotiating the possible ceasefire, de- 
manded that President Corazon Aquino 
“make up her mind whether she wants 


| the peace talks to proceed or not." The 


fate of the talks *is now in her hands," it 
added. 
Both Aquino's advisers and the NDF 


` have sought to put a brave face on the 


Salas affair, but it is clear there is little 
chance of the NDF now agreeing to a 
ceasefire on the unconditional terms 
Aquino had been demanding, and 
which they appeared on the verge of ac- 
cepting (REVIEW, 9 Oct.). 

In the first confused jockeying after 
the arrest of Salas, his wife and body- 
guard, Aquino publicly congratulated 
the military for a job well done. Press 
secretary Teodoro Benigno and presi- 
dential executive secretary Joker Ar- 
royo described Salas’ release as “non- 
negotiable” — but claimed in the same 


PHOTOS: AP | 










۸ * 





whole, Ocampo raised “one problem - 
that might impede the progress of any |. 





peace negotiation — the question of |. 
President Aquino's full control over the 
AFP." | 


He added: "We have a situation 
where the president, although com- - 
mander-in-chief, is not exercising direct | 
leadership of the armed forces" — an | 
assessment that others, not necessarily — 
on the Left, share. Yet there are even - 
hints from some AFP sources that Salas’ ۱ 
arrest might even have taken Defence | 
Minister Juan Ponce Enrile by surprise. — 

One false premise underlying some ` 
reportage is an automatic identification | - 
of Enrile with the AFP and its mood. | 
Unverified accounts received from a | - 
senior NDF source before Salas’ arrest — ۱ 
suggested Enrile had given tacit consent — | 
to the broad concept of a ceasefire with * 
no conditions — Aquino’s position — | 
and that he had a reasonable idea of | 
progress towards this result reached by 
the two sides in informal meetingsatthe |. 
end of September. K 

Whatever the truth — and Enrile | 
was not available for comment — the at- | 
titude towards fighting the communists | - 
is more confused in the AFP than may 
first appear. But the continuing am- - 
bushes have enraged many in the mili- 
tary, an attitude summed up by AFP 
chief of staff Gen. Fidel Ramos, who - 
defended the arrest of Salas on TV. 
Ramos said AFP losses to the com- 
munist insurgents since Aquino came to 
power in February included 20 officers. 
In addition, 58 government officials | 
have died and over 1,900 Filipinos have 
been killed — communist and non-com- 
munist. The sense of anger has spilled 
over to ranking civilian members of 
Aquino's government. In mid-Sep- 
tember, for example, Vice-President 
Salvador Laurel used the toughest . 
terms he has yet employed on the use- 
fulness of the peace talks. 




















the omnibus spending bill of US$: 
billion — to which additional Phi 
pines aid has been attached — is 
cussed in conference between 
House and the senate there may be dis 
agreement over which programme ۱ 
cut, but most observers think that th 
additional aid for Manila will surviv 
the skirmish. ips Ec 
One of the clinching arguments in 
the senate reversal on this aid was that 
rejecting the proposal after all the bally-- 
hoo would send a wrong signal to th 
Philippines and affect the fate of US 
military bases in the country. The fact 
that Aquino had taken a firm pro-mili- — | 
tary line on not releasing captured _ 
Philippine communist Rodolfo Salas  - 
undoubtedly helped those supporting — 
the aid package. os "ab 
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bulletin says “the longer talks go on, the 
more obstacles get in the way." Other 
sources on the Left note that the Salas 
arrest follows another setback to the 
talks: in late August, a regional cease- 
fire initiative not formally endorsed by 

; Aquino or the AFP disintegrated in an 
NPA ambush of an AFP foray into the 
"ceasefire" area. 


ul iae national leadership [of the 
NPA at first] allowed these local 
initiatives, but . . . then issued a policy 
guideline that discouraged the regional 
ceasefire negotiations," Ocampo said in 
an interview in late August, just three 
days after his letter had reached Mitra. 
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Thus the NDF has signalled its wil- 
lingness to keep on meeting, but has 
urged Aquino to “create the necessary 
atmosphere for mutual trust and good- 
will.” As a start it urges Aquino to ap- 
prove NDF proposals for the “safety 
and immunity of its panelists, consul- 
tants and staff.” These date back to a 17 
August letter signed by Ocampo and 
addressed to government negotiator 
and Agriculture Minister Ramon Mitra. 

The REVIEW has obtained a copy of 
the letter, to which Ocampo appended a 
draft seven-page “memorandum of 
agreement on safety and immunity 
guarantees and physical centres and 
facilities.” The draft envisaged holding 
the bulk of talks between the two panels 
in Manila but also occasionally “in a 
place within territory . . . under the con- 
trol of the NDF.” 

The letter also suggested opening an 
NDF “headquarters” in Manila which 
would receive “immunities and safety 

arantees . . , privileges and courtesies 
---rmally accorded by domestic and in- 
ternational law to a negotiating panel in 
peace talks.” These “immunities” 
would extend to NDF “consultants” — 
the status of Salas, the NDF says, when 
he was arrested. 


The tenor of the NDF proposals s 
— including suggested registration jogs 





tries was defeated by Republican sena- 
tors. 

Since the amount was proposed by 
the Reagan administration as a 
sweetener to opponents of US military 
aid to Nicaraguan Contra rebels, Re- 
publican leaders feared reduction in 
that fund would ultimately weaken sup- 
port for Contra aid. The administration 
too was lukewarm about increasing aid 
to the Philippines as it would mean 
offsetting other international program- 
mes, while some senators facing a mid- 
term election in November were ada- 
mantly opposed to cutting any domestic 
spending. 

A compromise was finally reached 
to procure the additional sum for the 
Philippines by slicing small sums — not 
more than 3% — from a number of 
foreign operations which would be de- 


et year and thus 


of the memorandum at the UN — Ws 
clearly aims to achieve a type of * 


symbolic parity with the government. 
To date, the Armed Forces of the 
Philippines (AFP) has extended safe 
conduct passes only to three NDF 
panelists: Ocampo, Zumel and one 
assistant. Many elements in Aquino’s 
government, not just the military, 
are loathe to give the NDF symbolic 
parity. 

The issue now is, where do the talks 
go from here? The September issue of 
the CPP’s underground bulletin, Ang 
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to already approved aid, from the fiscal 
.1986 budget. Had it been approved by 
the senate, the 1986 budget deficit 
» would have gone up by that amount. 
However, a day before the budget year 
ended, the senate rejected the in- 
crease. uer wo 
. However, senate supporters of the 
Philippines aid kept up their pressure 
for granting the amount from the 1987 
budget. 
_ The effort was complicated by the 
fact that the Gramm-Rudman budget 
balancing legislation comes into effect 
from the current bu 
any addition to the Philippines could 
only come from reducing money from 
an already stripped down foreign-aid 
bill. A Democrat effort to take money 
out of a US$300 million economic- 
aid package to Central American coun- 
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ness or both, which broke the link be- 
tween the captured gunman and 
another gunman probably armed with a 
sophisticated weapon. The second gun- 
man probably fled when the plan mis- 
fired. 

Barely 24 hours later Ribeiro and his 
wife, while on a morning stroll at the 
heavily fortified headquarters of the 
Punjab Armed Police (PAP) in Jalan- 
dhar city, became the targets of seven 
gunmen dressed in police uniforms and 
riding in a vehicle with 
police markings. 

One of the gunmen was 
in an officer's uniform and 
the PAP guard at the en- 
trance automatically sa- 
luted him as the vehicle 
drove in. In the ensuing fir- 
ing, two policemen were 
killed and two others 
wounded, while Ribeiro 
escaped with a minor `~ 
jury and his wife was s 
in the leg. 

Ribeiro, known for his 
courage and ability during 
an earlier tenure as the 
police commissioner of 
Bombay, was brought to 
Punjab early this year to 
combat Sikh secessionist 
terrorism. 

Under 


his leadership 


countries of which is prohibited under 
normal circumstances. 

Diplomatic observers see the timing 
of the Lao overtures as corresponding 
with the apparently easing Sino-Soviet 
tension. Based on Soviet leader Mikhail 
Gorbachov's 28 July statement in Vla- 
divostok calling for closer ties with Pe- 
king and the outcome of the Indochina 
foreign ministers’ meeting in August, 
one analyst commented: “The broader 
regional scenario is fluid. Nobi 
knows how big an impact a normalisea 
Sino-Soviet relationship would have on 
Southeast Asia. So Thailand and the In- 
dochina states are adopting a flexible 
stance.” : 


espite this apparent need to remain 
flexible, neither side is likely to give 
any major concessions in the short run. 
Responding to intermittent calls by Thai 
traders for a more liberalised Thai-Lao 
trade policy, Prem recently stated: 
"Trading must be separated from the 
people-to-people relation, which is al- 
ready good. We have to consider the 
security aspect; we need to impose some 
restriction to ensure that [the traded 
items] are not employed to directly or 
indirectly hurt our security." About half 
of the banned items are chemicals or 
chemical products. 
Prem made no secret of the Thai 
cause for concern. Clearly referring to 
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The security scandal 


Two murder attempts revive the issue of VIP safety 


However, police investigators are 
now known to be pursuing the possibil- 
ity that there were two gunmen in- 
volved. According to this theory, the 


shots from the crude pistol might have 
AP 


security coordination needed. 





By Mohan Ram in New Delhi 


ecent assassination attempts on 

India's two most closely guarded 
men — Prime Minister Rajiv Gandhi 
and the director-general of Punjab state 
police, J. F. Ribeiro — have revealed 
some very alarming gaps in VIP secu- 
rity. 

The prime minister "and other dig- 
nitaries including President Zail Singh 
had gone to Raj Ghat memorial in the 
capital on the morning of 2 October 
for a prayer meeting to mark the an- 


niversary of the birth of Mahatma Gan- 


dhi. A gunman hiding in a nearby clump 
of bushes shot at the prime minister 


twice within a span of 50 minutes 


but the target was beyond the range 
of the crudely made small-calibre 
pistol. 

Gandhi and at least 20 other VIPs 
escaped more by good luck than by 
the alertness of security personnel, 
as a more sophisticated weapon would 
in all likelihood have killed some of 
them. Some time after the second shot 


was fired by the gunman, security 
guards stormed the bushes and arrested 
him. 

THAILAND 


Barter on the border 


Thailand and Laos move to ease strained relations 


puted villages on the borderline of Thai- 
land's Uttaradit province in early 1984 
(REVIEW, 5 July 84). 

In early August, Lao Premier 
Kaysone Phomvihan sent a congratulat- 
ory message to Thai Prime Minister 
Prem Tinsulanond over the latter's 
reappointment; the message also ex- 
pressed a desire to improve bilateral re- 
lations. On 24 September, Vientiane 
delivered a memo to Thai Ambassador 
Chaiya Chindawongse, proposing that 
both countries should appoint senior 
working groups to prepare for high- 
level official talks. This was agreed 
upon during a meeting in New York the 
following day between Thai Foreign 
Minister Siddhi Savetsila and Lao Dep- 
uty Foreign Minister Souban Sarithirath. 

In a goodwill gesture, Bangkok per- 
mitted a Swedish barbed-wire shipment 
destined for Laos to transit through 
Thailand. Barbed wire is one of more 
than 200 items classified by the Thai au- 
thorities as "strategic" goods, the ex- 
port from here or the transit from third 


By Paisal Sricharatchanya in Bangkok 


fter more than two years of strained 
diplomatic relations sparked by a 
conflict over three remote border vil- 
lages in 1984, Thailand and Laos now 


appear set to try to revive their tradi- 
tionally friendly ties. Bangkok has re- 


sponded positively to a series of initia- 


tives by Vientiane in recent weeks, and 


discussions are under way to prepare for 
a high-level meeting soon, possibly be- 
tween the two countries' foreign minis- 
ters. 

Thai officials, however, remain 
cautious at this stage as to how far the 
current overtures would go. Since the 
1975 communist victories in Indochina, 
Laos has generally been regarded here 
as a client state of Vietnam — hence 
diplomatic actions by the land-locked 
country are perceived as being at 
Hanoi’s behest. 

Vientiane’s latest gestures represent 
a stark contrast to the scathing rhetoric 
it had directed against Bangkok for 
much of the period since both countries’ 


armed forces clashed over three dis- 
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| man had. hidde n overnight undetected | 
in a concrete shelter covered by thick | 
foliage in the Raj Ghat area. The re- |. 


sponsibility for this lapse remains in 


dispute: the Delhi police blame the | 
SPG, which in turn seems to be ar- | 


guing that basic preventive measures 
are the job of the police. In the event, 
Gautam Kaul, the police deputy com- 
missioner in charge of VIP security, and 


two other policemen have been sus- . 


pended. 
The Intelligence Bureau (IB), whose 


job it is to collect and analyse domestic © 
intelligence and alert all concerned, has — 
no say in the en-the-spot VIP security. 


procedures followed by the police and 


SPG. While the functions of these three - 


agencies overlap, there is no central 


coordination because of inter-agency | 


rivalry. 


At the apex of this complicated secu- 


rity network is G. C. Saxena, security 


adviser to the prime minister. Saxena, - 


who retired as the chief of the Research 
and Analysis Wing — India's equivalent 
of the CIA — replaced R. N. Kao as 
Gandhi's security adviser after the latter 
resigned in the wake of Mrs Gandhi's 
assassination. 

But even Saxena was not given re- 
sponsibility for coordinating the roles of 
the IB, the SPG, the Black Cats and the 
police. To make the security system 
cohesive and integrated, a ess 
review of the whole set-up appears to be 
reeded. Oo 


of giving clandestine assistance to right- 
wing Lao resistance movements while 
Thailand has accused Laos of support- 
ing the Pak Mai (New Party), a small, 
pro-Soviet Thai communist group 
which broke away from the main Com- 
munist Party of Thailand. Each has de- 
nied the other’s allegations. 
Meanwhile, both countries now 
seem to regard the three villages as a 
minor sore point. In line with the shift in 
stance, Vientiane recently stopped at- 
tacking Thailand over the issue. Lao 
sources told the REVIEW that Bangkok 
can simply resolve the problem by pull- 
ing out Thai Ranger units which, they 
claimed, have trespassed a short distance 
into Lao territory near the areas, and re- 


turning the estimated 700-800 Lao villa- - 


gers who evacuated to the Thai side 


when Thai army troops pulled outofthe | 


villages in late 1984. 
Describing the 19 km2 of the dis- 


puted areas as not worth the political — 


price Thailand has to pay — an allusion 
to the Vietnamese-Lao efforts at 
exploiting the issue to discredit Thai- 
land internationally in the early stages 
of the conflict — a senior official source 
said Thailand has quietly dropped its 


claim to the villages. He denied any | 
Thai presence in the areas at present - 
and said the Lao villagers have chosen | 


to remain on Thai soil of their own free 
will. ۲1 
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. After Mrs Gandhi's assassination 
the Home Ministry revived a proposal 


to entrust the prime minister's secu- 
rity to a new group to be called the Spe- 
cial Protection Group (SPG). In the in- 
terim, an elite army unit called the Spe- 
cial Frontier Force (SFF) was given 
charge of the immediate or “inner ring" 
of Gandhi's security while the Delhi 
police's role was restricted to the *outer 
ring." The outer ring is presumably re- 
sponsible for the general safety of the 
area. 

The Indian military, which sees itself 
as responsible for national defence, has 
usually shied away from internal secu- 
rity work, except when the situation is 
beyond the control of the police. There- 
fore, the army's role in VIP protection 
had to be temporary. The army's SFF 
was later replaced — again on a tempor- 
ary basis until the SPG could take over 
— by the 1,500-strong “Black Cat” com- 
mandos from the National Security 
Guard. 

A VIP security manual (called The 
Blue Book) which is used by the secu- 
rity forces, is a modified version of 
what was prepared for the viceroy in 
colonial days. At least 72 hours before a 
prime minister's scheduled visit, his 
destination is supposed to be under sur- 
veillance. And 24 hours before the 
event, the area is combed jointly by 
the police and the SPG for arms or 
bombs. 

For the 2 October attack the gun- 





minor incident — like in the case of the 
three disputed villages — could snow- 
ball into a major conflict. It's not worth 
our while . . ." 

But any significant improvement is 
not likely to come about easily — unless 
both sides choose to ignore some of the 
unresolved contentious issues. For a 
start, both harbour a mutual suspicion: 
Vientiane has long suspected Bangkok 
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the anti-terrorist operations in the state 
started scoring successes. He also began 
to restore discipline and efficiency in the 
demoralised police force which had 
been plagued by corruption and religi- 
ous rivalries. 

His actions, as expected, led the ter- 
rorists to place him on top of their hit 
list. A Sikh extremist group called the 
Khalistan Commando Force claimed re- 


sponsibility for the attack on Ribeiro. 


2 
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5 doe attempt on Gandhi's life has 
raised some crucial questions about 
VIP security. In recent years large sums 
of money have been spent on raising 
new VIP security units and equipping 
them with sophisticated weapons and 
other devices, but as the 2 October inci- 
dent showed there are glaring gaps in 
performance. Several of the security 
agencies concerned have tried to escape 
responsibility for the attack on Gandhi, 
raising a major security-control con- 
troversy in the Home Ministry. 

Until Indira Gandhi's  .assassi- 

tion in October 1984, the Delhi po- 
lice force was in charge of the prime 
minister's security. But faced with a 
shortage of trained men in the police, 
the Home Ministry had called in com- 
mandos of the Indo-Tibetan Border 
Police (ITBP) to fill the gap. The two 
guards who killed Mrs Gandhi belong- 
ed to the Delhi police. One of the 
quards was shot by members of the 
ITBP. 


the Vietnamese, he spoke of 60,000 
foreign troops and 500 foreign advisers 
now stationed in Laos. Other estimates 
put the Vietnamese presence there at 
40-50,000. 

Although official trade is restricted 
to only two border crossing points — at 
Nong Khai and Mukdaharn — smuggl- 
ing involving various kinds of consumer 
goods is understood to be rampant 

“elong several areas on the Mekong 
iver. 

Aside from adjusting to the new re- 
gional geopolitical realities, the Lao 
say they are genuinely interested in im- 
proving bilateral ties. "We cannot deny 
the wishes of our two peoples to main- 
tain the traditional brotherly relations 
— just like we cannot prevent the 
Mekong River from flowing," stated 
Lao Ambassador Khamphan Sim- 
malavong. 

Given its heavy economic depen- 
dence on Thailand — the bulk of Laos' 
foreign-exchange earnings is derived 
from electricity sales from the Ngam 
Ngum dam to the Thai power au- 
thorities — most analysts see a rap- 
prochement with Bangkok as serving 
Vientiane's longer-term benefits. 

Thai policymakers also see the need 
for maintaining at least a "correct" rela- 
tion with Laos. One commented: “It’s 
an exhausting task to keep vigil along 
the vast borderline [over 1,600 km]. A 
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solutely reject the capitalist ideological 
and social systems that defend oppres- 
sion and exploitation, and we reject all 
the ugly. agd decadent aspects ol 
capitalism." 

The other resolution of the plenum 
was to hold the 13th congress of the 
communist party in October next year. 
This is intended to review the progress ol 
the Seventh Five-Year Plan (1986-90). 
in terms of political and economic re- 
form. Political reform is intended tc 
subject cadres to tighter discipline anc 
ensure that all citizens and institutions 
conduct themselves within the 
framework of the state constitution anc 
existing legal system. A good deal ol 
emphasis has been laid on the word 
"democracy." 

Here again one must look at the 
word i in its Chinese context. Democracy 
in China does not mean the 
secret ballot and the freedom 
of individuals to stand 
public office. It means us 
selection of a promising offi- 
cial by his or her superior: 
with a formalistic "vote" tc 
confirm the appointment. 

The resolution stated tha! 
"the central committee aim: 
— while always upholding 
the leadership of the party 
and the people's democratic 
dictatorship — to reform anc 
perfect the party and state 
leadership systems and tc 
take a step further in extend- 
ing socialist democracy anc 
improving the socialist lega 
system, all for the purpose o! 
facilitating socialist moderni- 
sation . . . democracy cannot 
be separated from legality 
and discipline." 

While on the surface the 
resolution seems to be a rela- 
tively progressive document, its im[ 
cations are not so encouraging for thc 
who would like to see more freedom 
and self-expression in China. If any- 
thing, it is a reluctant compromise 
with the conservative trend still exist- 
ing in the party ranks and represent- 
ed at the top by Chen Yun, who last 
year publicly gave warning of the 
consequences of going too far in im- 
plementing the policies advocated by 
Deng — opehing to the outside world. 
diversification of agriculture, and sc 
on. 

Chen was seated next to Deng at the 
plenum, as though to remind the nation 
that there are two sides to the top-level 
policies of the present day. Whereas the 
most educated guess may be that China 
is heading for a mixed state-private mar- 
ket socialism, or even a modified form 
of capitalism, there are many people in 
positions of influence who are deter- 
mined not to let this happen. p 
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Problems at the plenum 
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The party compromises with conservatives on culture 


rested and jailed — for 15 years, in 
the case of the courageous Wei Jing- 
sheng. 


The present leadership has found 
many harmless palliatives for the peo- 
ple’s cultural hunger: Peking operas, 
classical literature and philosophy, the 
less controversial works of Western lit- 
erature, religious worship, and other 
pursuits of the mind have been re- 
vived. Shakespeare has become popu- 
lar again and ballroom dancing is en- 
couraged. 

But this is not the “culture” the 
party resolution discussed at the end 





Mao; Khrushche v: old problem, new approach. 


of the plenum on 28 September. The 
document defines culture in terms of so- 
cial ethics — what the Russians call kul- 
turnost, and what the Chinese press has 
taken to calling “spiritual civilisation.” 

` At the lowest level it means not spit- 
ting, and showing good manners in pub- 
lic; at the highest it is defined as 
"socialist relations characterised by 


equality, solidarity, friendship and 
mutual assistance." 
n the resolution, "culture" is closely 


linked with ideology. Mao force-fed 
the Chinese people with ideology. 
Deng’s ideology is the demystification 
of political thought, and the suppression 
of extreme leftism. From having been a 
firm supporter of Mao in the 1930s, and 
a pro-Mao radical in the 1950s, Deng’s 
experience of the Cultural Revolution 
turned him into a severe critic of ideol- 
ogy in the abstract, and even a right- 
Ist. 


By David Bonavia in Hongkong 


: Ee main aim of the recent plenum 
of the Chinese Communist Party in 
Peking was to define the party 
leadership’s policy over culture and 
ideology, which in recent years has 
become extremely unclear and confus- 
ed. 

Economic development is the “key 
link” of current policy, the main resolu- 
tion states — a reminder of how differ- 


ent are the policies of elder statesman 
.| Deng Xiaoping and his supporters from 
| thoseofthe late chairman Mao Zedong. 


Mao took class struggle as the "key 
link," and the shattered remnants of 


Pu. China's educational system and na- 


tional culture are the memorials of the 
last decade of his career. 

The Deng leadership is confronting 
the problem that has preoccupied the 
Soviet Union since the late 1950s: how 
to mobilise culture and ideology to sup- 
port the struggle for production and na- 
tional security. In the Soviet Union the 
word “culture” bears a broader mean- 
ing than is being given to it in China 
today. Poetry, painting, novels and 
music became important topics and 
areas of conflict under the rule of the 
late Nikita Khrushchev. 

While Khrushchev granted an un- 
wonted degree of cultural freedom, he 
found the mental ferment which this 
induced difficult to control and guide 
into the most productive channels. 
After his overthrow in 1964, his suc- 
cessors, Leonid Brezhnev and Alexei 
Kosygin, turned the screws down again 
on individual self-expression, and 
Soviet culture has since stagnated in a 
form mainly reminiscent of the 19th 
century. 

China has taken a different path. 
After the relatively liberal atmosphere 
of the early 1950s, cultural expression 
was forced into a narrow mould aimed 
at boosting production. In the early 
1960s there was a partial liberalisation 
until the Cultural Revolution swept 
everything aside. 

Now the Chinese leadership is in a 
dilemma over cultural matters. The 
fresh liberalisation in 1979-80 gave birth 
to more varied and bitter complaints 
about the Cultural Revolution than 
even the Deng leadership could 
stomach. 

Optimism gave way to disillusion- 
ment and depression in the fiction and 
drama appropriately called “the litera- 
ture of the wounded,” which was pub- 
lished in those years. Political dissi- 
dents who had expressed their grie- 
vances and ideas in wall-posters, essays 
and contacts with foreigners were ar- 
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“THE KING GASPED IN AMAZEMENT.” 


The ultimate goldsmith of the Italian Renaissance, Benvenuto Cellini, perfected new methods 
of engraving, of casting metal and setting precious stones. His obsession with perfection 7 
in every detail both astonished and delighted the kings, princes and Popes who = 
were his patrons. ROLEX 
To reflect that skill and craftsmanship of an uncommon order, Rolex have 
created the Cellini Collection of gold and jewelled watches. 
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The watch illustrated left is Model 4670, 
in 18ct. gold and is shown actual size. 

It is set with 24 baguette diamonds 
(approx. 3.08ct.) and has a diamond- 
paved face and 18ct. gold bracelet. 
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The BMW range of fine automobiles: 
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safety. 
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complex design and construction 
problems such as vibration. 


Equaily, even the most precision- 
engineered chassis and suspension 
components are of little value if 
they're not mounted to a perfectly 
matching and torsion-proof body 
shell. So the efficiency of a suspen- 
sion system also depends to a large 
degree on the quality and precision 
of the bodywork engineering itself. 
And the higher the standards, the 
better the end result. But the higher 
the standards, the higher the 
investment in production line equip- 
ment and quality control technology. 


There's probably no-one who 
invests more comprehensively or 
systematically in safety and quality 
than BMW. And the billions invested 
in the most advanced development, 
production and testing installations 
underline BMW's determination to 
offer their customers not only 
maximum pleasure and efficiency, 
but also maximum safety as well. 


Your BMW dealer looks forward to 
giving you a test drive soon. 


AWs are renowned for their 
hilarating but exceptiortally safe 
ndling. One reason for this is that 
»y have one of the world's most 
vanced suspension concepts. 
Other is the quite extraordinary 

d unique quality standards applied 
their construction. Quality that 
"nds to the minutest fraction of a 
llimetre. Because for BMW 
assis/suspension geometry allows 
solutely no room for error. That's 
۱۷ each and every individual 
mponent undergoes numerous 
ermediary as well as final test 
iges to ensure that even the 

|! sstinaccuracy is eliminated. 

« is includes testing the internal 
ucture of all important com- 
nents as well as the more obvious 
ternal measurements. To this end 
AW uses the most modern and, in 
iny cases unique, electronic test- 
j and quality control equipment. 


st take one example: BMW is one 
the very few car manufacturers 

io haven't fought shy of the 
bstantial investment needed to 
pitalise on holographics, where 
ier technology is used to solve 


; programmable coordinate 
asuring machine operates with 
iccuracy of 1/10.000th milli- 

re. Conducting spot checks, 
machine serves to monitor the 
»matic measuring machine and 
ptimise our standard of quality 
itroducing new machining 
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s puts the issue out- 
side the authority of the commission. 
Other precedents, it says, have been the 
turning over of the bodies of Americans 
following the seizure of the US warship 
Pueblo, and incidents inside the DMZ 
in 1977 and 1979 involving a helicopter 
and an infantry patrol. 

For its part, the UN side has used the 
MAC on several occasions to return the 


Korean War-era remains of communist _ 


soldiers discovered in South Korea, par- 
ticularly in the area between Seoul and 
the DMZ which remained largely unde- 
veloped for yearsebecause of the threat 
from the North. Only last June the re- 
mains of six Chinese servicemen were 
handed over at Panmunjom. The same 
channel has been used on occasions to 
repatriate the remains of drowned North 
Korean fishermen whose bodies have 
washed ashore on southern beaches. 

The UN command has made re- 
peated efforts over the past 30 years to 
persuade Pyongyang to cooper- 
ate and says that following last 
years  overture it joined 
member nations in months of 
concerted research to identify 
the probable location of re- 
mains in the North of service- 
men who were either killed in 
action or who diedias PoWs and 
were buried by fellow prisoners. 

Although the North has de- 
clared in the past that any re- 
mains it might turn over have 
been found and dug up literally 
by accident, the UNC heard 
rumours several months ago 
that North Korea had unco- 
vered a mass grave containing 
the skeletons of more than 700 
allied servicemen. It has been 
unable to confirm the report, 
however, and Pyongyang has 
denied it in meetings with UN 
officers. 

Significantly perhaps, the 


still-born negotiations come at a time - 


when the US is planning its first-ever na- 
tional war memorial to the Americans 
who died in the Korean War. The 
House of Representatives has already 
given its approval for the monument 
and a senate sub-committee recently add- 


ed its endorsement to the legislation. The 


project will cost about US$3.5 million: 
US$1 million from the government, 
US$2.5 million from public subscription. 

Although there has been more atten- 
tion given to the Korean War in recent 
years, it has never evoked the sort of 
emotive reaction which continues to 
surround Vietnam. As one US official 
put it: *The [Vietnam] MIA issue is 
really a guilty-conscience reaction to the 
way the veterans were treated when 
they returned home. If you fought in 
Vietnam, you were called a baby kill- 
er." Korea, on the other hand, is per- 
ceived as a much more honourable ven- 
ture. u 
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Ghosts from the past 





Pyongyang raises old MIAs issue to tempt US to talk 


number — including naval pilots and 
more than 50 crewmen from one ship — 
were lost at sea. * 

The 17-nation UN force penetrated 
as far as the Yalu River in Korea’s far 
north before they were forced to fall 
back in the face of massive intervention 
by Chinese “volunteers” in October 
1950 — the period when many, of the 
lost servicemen were either: killed or 
taken prisoner. Among the smaller na- 
tions, the Australians fielded two infan- 
try battalions, a carrier taskforce and two 
air force squadrons in the so-called police 
action; Turkey sent an infantry brigade; 
the Dutch, Belgians, Greeks and Col- 





ombians deployed an infantry battalion 
each, and the South Africans contri- 
buted a fighter-bomber squadron. 


Ithough North Koreans have acknow- 

ledged the humanitarian nature 
of the issue and say they intend to re- 
solve it, they have told the UNC they do 
not feel the Military Armistice Commis- 
sion (MAC) is the correct channel for 
negotiations and say they will only 
initiate a nationwide search for remains 
at the direct request of the US. The 
North’s position towards the UNC con- 
flicts with a statement it made in 1954 
declaring it was prepared at any time to 
arrange for the repatriation of remains 
through commission sessions. 

The UNC points out that the North 
Koreans turned over the remains of 66 
allied personnel in November 1954 — 
well after the expiration of the.so-called 
Understanding on Administrative De- 
tails of the Delivery and Reception of 


By John McBeth in Panmunjom 


N^ Korea's efforts to take a leaf 
out of Vietnam's book and use the 
little-known Korean War missing in ac- 
tion (MIA) issue to draw the US into à 
direct dialogue have ended in an appa- 
rent stalemate, leaving the United Na- 
tions Command (UNC) uncertain whe- 
ther the communists are still interested 
in pursuing the subject or whether they 
intend to abandon the whole idea as a 
lost cause. 

Western diplomatic sources say the 
North Koreans were clearly hoping to 
capitalise on American sentiment over 
MIAs in Vietnam when they made a pri- 
vate approach to US military officers in 
m * '985 with the possibility of an or- 
g: d search for the remains of more 
than 2,500 allied servicemen and civi- 
lians who died or are still unaccounted 
Kor 33 years after the Korean War. 

The Americans refused to take the 
bait, not only because the issue is multi- 
national, but because the talks would 
cut out the South Koreans — a situation 
which, among other things, would lend 
credence to the North's long-held con- 
tention that Seoul is a US puppet. North 
Korean leader Kim Il Sung has made 

eriodic, but abortive overtures to 

ashington dating back to the fall of 
Saigon, in the apparent hope that the 
defeat in Vietnam would trigger a US 
withdrawal from South Korea. 

The response to the latest approach 
was left to the UNC, which recently 
turned over a thick file of newly re- 
searched maps and charts. These 
showed the location of 13 prisoner-of- 
war camps and a PoW hospital (which 
were known to have burial sites 
n Dy), a list of 291 crash sites — the 
possible resting place for 301 missing 
armen — and the locations of seven 
former UNC cemeteries in the North 
where 288 men were buried. 

* The North Koreans were also given a 
breakdown of 2,233 UNC PoWs and 18 
civilians still unaccounted for, and a 
separate list of 308 servicemen missing 
or killed in action whose remains are 
still believed to lie north. of the de- 
nilitarised zone (DMZ). Among those 
appearing on the lists are a total of 1,640 
South Koreans, 390 Americans, 285 
British, 167 Turks, 39 Australians, eight 
South Africans, five Dutch, three Bel- 
gians, two Colombians and one Greek. 

Depending on the circumstances in- 
wolved, some should be relatively sim- 
dle to find and others are likely t6'be all 
»ut impossible. The eight 5۵008 A fri- 
ans, for example, all died in two sepa- 
“ate plane crashes over northern terri- 
ory. But of the 285 British, a significant 
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. The nexus between the press and the 
government had a long colonial past. 
The first newspaper in what was then 
Ceylon was the Government Gazette. 
started in 1802 by the British adminis- 
tration. Others that followed were also 
in the English language, published by 
and for Englishmen. The colonial press 
was essentially a lobby for British plant- 
ers and merchants. which always strove 
to hold back the government's welfare 
policies for the native inhabitants. 

The resurgence of a pre-colonial 
traditional Buddhist culture — a strong 
emotive plank for all Sinhalese 
politicians — played its part in the 
government's attack on the West- 
ernised elite who controlled the 
media until the early 1970s. While 
the leftists, when in opposition, 
found a free press essential to prop- 
agate their views, after achieving 
power they made the private 
monopoly press their prime target. 
The leftists were also resentfu'^ “ 
the close links between the L 
House group and the right-ot- 
centre regimes of the 1950s. 
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AN os Ceylonese also began 
publishing their own news- 
papers in colonial times, these — 
unlike their Indian counterparts — 
played a very minor role in the in- 
dependence movement. While the 
press in India came in for several 
harsh clampdowns by the British, 
the press in Ceylon posed no major 
problems and the only strictures 
applied to it were during World 
War II for security reasons. At the 
time of independence the British 
had sold their interests in Ceylon's 
publications and D. R. Wijewar- 
dene, who by then controlled the 
Lake House group, emerged as the 
premier media magnate with 
strong links to the UNP. In the early 
1950s, Lake House was commonly cor- 
dered a member of the UNP's "ini 
cabinet." : 
In the 1956 general election, the 
Lake House organs did their best to sup- 
port the UNP, but the Sri Lanka Free- 
dom Party (SLFP) strode to power and’ 
attacks on the “monopoly press" began. 
The SLFP retained power in the 1960 
election and announced its intention to 
regulate the press and nationalise the 
Lake House group. As intra-cabinet di- 
visions delayed the drafting of legisla- 


tion, a press commission was appointed ۰ 


to investigate the media scene. The 
commission recommended several re- 
strictive measures, but the legislation 
was defeated by parliamentary bungling 
and divisions within the SLFP. 

With the active help of the press the 
UNP defeated the SLFP in the 1965 
general €lectiomand the press heaved a 
sigh of ‘relief°The electoral wheel 
turned again in 1970 and the SLFP came 
to power vowing vengeance against the 
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the government wants 





The REVIEW series of articles on the 
Asian Press continues with a look 
atthe media in Sri Lanka. 


A ^t y 


Daily News printing press: controlled. 





That both rightist as well as leftist 


governments in Sri Lanka have prefer- 


red to control the press has its roots in 
the country's colonial past and the es- 
poused goals of a post-colonial develop- 
ing country. The role of the press has 
been-a matter of intense debate in the 
country since at least the 1960s. The 
Western approach to the press as a free 
marketplace of ideas and a watchdog on 
government and society has come under 
question in many parts of the Third 
World. Sri Lankan leaders have sided 
with the view of many of their Third 
World counterparts that socio-econo- 
mic development was of the highest 
priority and that the press should be an 
effective instrument in communicating 
developmental. goals. These, needless 
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By V. G. Kulkarni in Colombo 
۱ ۲۰ ۰۱8 At the newsstands in 


| downtown Colombo por- 
- a —] nographic periodicals vie 
۱ AM" for space with a host of 
| sports and women's maga- 
P zines. At Jeast nine differ- 

ent organs of political par- 
ties with their contending points of view 
strive for the readers’ attention. And 
the banner headlines of more than a 
dozen dailies in three languages range 
from the latest on the non-aligned 


movement to superpower rivalry and 


the casualties in the Tamil insurgency to 
bombings in the Middle-East. 

To a casual visitor. this varied fare in 
news and views NB impression ofa 
vibrant and thriving press in Sri Lanka. 
But a closer look unveils an unsavoury 
reality. The party organs have at best a 
combined circulation of a few thousand. 
At least two-thirds of the dailies’ and a 
sizeable part of the magazines’ circula- 
tions come from the government-con- 
trolled publishing group. 

The rest of the press tamely follows 
the official line on almost all issues, for 
fear of offending the authorities who are 
armed with a set of draconian laws to 
rein in the press. State power of patron- 
age in large-scale public-sector advertis- 
ing and import regulations on newsprint 
act as an additional restraining influ- 
ence on the press. With radio and TV 
also in official hands, the government 
has almost total control over the na- 
tional media, a situation which has pre- 
vailed since the 1970s. 

When President Junius Jayewar- 
dene’s United National Party (UNP) 
swept to power in 1977, there was consi- 
derable expectation that the press 
would be allowed to breath more freely. 
The UNP undid the state capitalist sys- 
tem of permits and licences which its 
predecessor regime had entrenched, 
and opened the economy to market 
forces. But economic liberalisation did 
not bring about a free and financially 
healthy press. 

Despite paying lip service to press 
freedom when in opposition, the UNP 
once back in power found it convenient 
to continue the government's hold over 
the country's largest publishing house 
— Associated Newspapers of Ceylon 
Ltd or the Lake House group — which 
was nationalised by then prime minister 
Sirima Bandaranaike in 1973. The 
ethnic unrest in 1981 and 1983 and the 
ensuing Tamil insurgency which led to 
emergency rule have also come in handy 
forthe UNP as an excuse to ignore de- 
mandis for relaxing press controls. 
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Senior Vice President, 7 
international Corporate Clients 
and Foreign Exchange 
Department. 


Swiss Bank Corporation and your future capital markets. 


5 years from now, 
you may be placing your bonds yourself. 


That's the kind of thought that gives will be. In many cases, innovation is what 
lots of underwriters nightmares. But then, | happens when the markets catch up with 
free markets do keep people on their a good idea. We've seen it happen lots 
toes. In Switzerland, we sell some of our of times. When you're shopping around 
own bonds over the counter to walk-in for somebody to handle your next issue, 
customers. (They're called “cash bonds,” remember that our placing power has a 
and we've been doing it that way for long tradition behind it. A tradition of new 
decades.) ideas. Remember, too, that if you let us 
Think of that the next time somebody handle one of your transactions, we'll 
tells you how innovative the capital have every intention of seeing you again. 
markets have become, or how hard it is That's one of the best ideas we've ever 

i to tell what the next new discovery had. 


Swiss Bank Corporation 
schweizerischer Bankverein 
société de Banque Suisse 





Gè 
The key Swiss bank 
JE 
General Management in.CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New." York, San Francisco, Toronto, Vancouver. Latin America: Bogota, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, São Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 
Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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newspapers operate in the country. | 

The daily fare of Colombo's news- 
papers consists of stories that read the 
same, most emanating from the same 
official sources. In the'dbsence of cor- 
respondents abroad, foreign news is li- 
mited to copy*from international news- 
agencies and syndicated features. Dur- 
ing Bandaranaike's rule in the 1970s, 
development news from the Third 
World was favoured, but under the pro- 
Western Jayewardene government the 
Third World no longer gets extensive 
coverage. 

Colombo's new-found relationship 
with Israel, which is providing aid, 
weapons and training to help the gov- 
ernment combat the Tamil insurgency, 
translates into a total absence of edito- 
rial criticism of the Jewish state, and its 
economic and technical achievements 
are praised. On the other hand, the size- 
able employment opportunities for Sri 
Lankans in the Middle East and the 
favoured position of the Muslim minor- 
ity at home results in the press limitir ^ 
its comments on Arab affairs. 


D 


f al 
Jayewardene: state publicity network, — Y^! 


the weekly, Nava Yugaya, mainly de- 
voted to literature. 

The latest addition to the Lake 
House stable is an international news 
weekly, World Today, an English publi- 
cation using a lot of the wire-service 
stories that the company's dailies can- 
not take for reasons of space. The 
magazine is considered to have prom- 
ise, due to the high price of the better- 
known foréign magazines, but the circu- 
lation so far has been disappointing. 

Lake House also produces an Eng- 
lish digest of the country's domestic 
news of the week, called Sri Lanka 
News, sold to Sri Lankans living 
abroad. ۲8۵: Newspapers, another na- 
tional newspaper group, produces a 
Similar wéekly in a bid to win a slice of 
this sizeable business. 

Most of the smaller periodicals pub- 
lished in Sri Eanka have problems get- 
ting a reasonable volume of advertising, 


an FPES ER 4484 Pan Ae = 


ose columns of other m ^N spape s. | ne 
___ Upali Newspapers’ prime targets in 


GS 
Beak 






the UNP were Prime Minister Rana- 
singhe Premadasa and Finance Minister 
Ronnie de Mel, particularly the former. 
The Island spared no efforts in attacking 
the two, while taking care not to involve 
the president and the UNP in general in 


its forays. 
pP fe madasa sued the Upali group for 
damages over a story*about his per- 
sonal wealth in 1982, and the long 
drawn-out court proceedings were 
watched with interest by the public. In 
1984 the two sides settled out of court — 
sources say at the president's behest 
— with the daily paying Rs: 1 million 
(US$35,700) to Premadasa, the highest 
defamation payment in the country so 
far. However, since the mysterious dis- 
appearance of Upali in a private aircraft 
over the South China Sea in 1983, The 
Island has lost what clout it had. 
Currently, there are three major 
publishing groups in Colombo: the 
Lake House group, Independent News- 
papers, which resumed publication 
in 1977 after a three-year closure by 
the Bandaranaike regime, and the 
Upali group. Express Newspapers, 
which publishes in Tamil only, comes a 
poor fourth. None of these groups 
claims to lose money, but nor do they 
seem able to invest more in improving 
and expanding editorial coverage. Not 
that it would be an easy task even if re- 
sources were available, given the politi- 


Tharunee, for example, is put out by the 
editor and four journalists. The industry 
is flourishing thanks both to the coun- 
trys very high literacy rate — the 
number of young Sri Lankans who do 
not read or write is negligible — and the 
thirst for reading matter in the two indi- 
genous languages, Sinhalese and Tamil. 
The strip picture story and cartoon pub- 
lications are doing particularly well, as 
are the women’s and children’s 
magazines. At least three weeklies have 
circulations of 70,000 and more. 
Associated Newspapers of Ceylon 
Ltd, or Lake House, as the country's 
biggest publisher is known, has a string 
of nine weeklies in Sinhalese. Sarasa- 
viya, dealing with films is very popular, 
as are Madhura (cartoons), Tharunee 
(women's) and Mihira (for children). 
Lake House also brings out a Buddhist 
weekly called Budusarana, Subasetha 


which deals with astrology and indigen- 
ous medicine, Kreeda, korting publi- 
cation, ۷۵۲ Janatha for youth and 


government and delayed the 


.cal and legal constraints under which 
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moves against the press, but by early 
1973 parliament passed the Press Coun- 
cil Law, giving the government-ap- 
pointed council a watchdog function 
over the press. The law also restricted 
the press coverage of cabinet discus- 
sions and contemplated fiscal measures. 
Another law was passed in July 1973 to 
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. put 75% of the Lake House group's 


shares in the hands of a public trustee 
appointed by the government — which 
would also run the publications. 

The nationalisation of the Lake 
House group saw an exegdus of senior 
and qualified journalists from the coun- 
try. The Bandaranaike government 
started appointing political loyalists in 
key jobs, and editors not willing to toe 
the line were unceremoniously eased 


out. The return of the UNP regime in 


1977 saw similar action taken against 
some "unreliable" appointees of the 
previous government. | 

In 1981, the Jayewardene regime 


| facilitated the birth of 1 ne Upali News- 
_ papers, founded by dynamic Sinhalese 
.| entrepreneur Upali Wijewardene, a 


close relative of the president. The 


Upali group launched its English-lan- 
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press. A le twinge insurgency in 1971 — 


a guage flagship, The Island and its 


Sinhalese sibling Divaina the same year. 
Upali’s strong links with the UNP, 
his own considerable personal wealth 


and his are ریت ی‎ presidential 


upstart group the 
For a while it seemed 
The Island could resuscitate the coma- 


ambitions made t 
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of new magazines 


. | By Manik de Silva in Colombo 


The editor of one of Sri 
**] Lanka's most . popular 
=. .| women's magazines plan- 

ix ned a feature on the rash 
| | of Sinhalese pornographic 
publications that appear 
and disappear on Colom- 


ie 


RESS 
bo’s pavements. She walked up to a 
downtown city newsstand recently and 
asked for some of the “sex stuff." The 
. | vendor, who knew her well, said: 
. | "They're all gone lady. They're snap- 


ped up before you can say ‘bak’.” 
“The mushrooming of pornography 
in Sinhalese is becoming very bad,” 
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| . Sumana Sapramadu, the editor of the 
. Tharunee (Young Woman) told the 


REVIEW. “It’s all raw, dirty stuff which 
even the non-prudish would blush at." 
Most of it was printed locally with pi- 


` rated illustrations, she said. 


But the surge of pornography has in 
no may diminished the vigour of Sri 
Lanka’s mainstream periodicals, many 


_| of which are run with very small staffs. 
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violence by amil youth. - 

The analysis found that the Sinhalese 
press distorted facts, doctored age-old 
proverbs to suit its biased reporting and 
wrote jingoistic editorials against the 
Tamils. The thrust of the reports was 
that there was no basis for Tamil grie- 
vances and in fact it was the Sinhalese 
community that was threatened. The 
analysis regretted that the press did not 
discuss the underlying causes of the 
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ethnic conflict and added that it was full | 


ar- | 


of "anti-Tamil propaganda, which goes 
against attempts at communal 
mony. 0 

The anti-TAmil tirade has grown 


more strident since then. The govern- | — 
ment's paranoia about radical dissent iS | | 
such that the press rarely mentions | — 
those — Tamils and Sinhalese alike — | 


detained under emergency regulations, 
except when the government itself puts 
out a release. Earlier this year a citizens 


group campaigning for the release of . E 
political prisoners issued a statement . 


which was 3 y ignored by the press. 


Later, no newspaper was willing to print. | - 


even a paid advertisement by the group. 
Even if the ethnic issue is resolved 


through the continuing negotiations be- | 3 


L4 
M 


tween Colombo and moderate Tamil 


politicians and the perceived threat - 


from radical Sinhalese dissent is over- 
come, it is doubtful whether the Sri Lan- 
kan Government, 4rmed with restric- 
tive press laws mu anding a com- 
fortable majority itp liament, would - 
allow press freedom. oO 


have a literate population. I think one of i 
the problems we face is that we are too | 
bound to formula presentations. We 


. should break out of that,” Wijewardene | 


said. 


Editor S. P. Amarasingham founded | 


political weekly called the | - 


in 1954 a 
Tribune which ceased publication early 
this year. But he hopes that his periodi- 
cal, which also had a six-month break in 
publication soon after the communal 


riots of 1958 and another during the | 


1971 youth insurgency period, will be - 
back on the newsstands soon. He told - 
the REVIEW there had been periods 


when the Tribune was profitable, other - 1 


times it broke even and occasions 
"when I had to subsidise it with my 
earnings from elsewhere." 

His interest in politics and agricul- 
ture was reflected in the publication, 
which included a great deal of political 
comment and tended to be generally 
anti- establishment. 

More recently, the Lanka Guardian, 
a lively fortnightly edited by Mervyn de 
Silva, a well-known name in Sri Lanka 
journalism, has appeared on the news- 
stands. Modestly priced, the publica- 
tion is aimed at the intelligentsia and - 
often provides a platform for viewpoints 
that are not reflected in the (Rational. 
daily press. 


H < 


eer int. p wm i build- | 
ing, it has an annual budget o Rs $3 mil- 
lion, half of which is a direct govern- 
ment grant with the balance coming 
mainly from the Lake House group and 
state-owned radio and TV. 

Lankapuvath's daily output of about 
1,500 words has in recent years con- 
sisted mainly of the military's activities 
and the civilian killings by insurgents. 
The agency also circulates this informa- 
tion abroad te counter the pro-insur- 
gent propaganda by overseas Sri Lan- 
kan Tamils. 

With the increasing, violence of the 
ethnic conflict since late 1983, the pre- 
valent anti-Tamil bias of the Colombo 
press was strengthened.. Even those 
publications which haye,,been usually 
liberal on most other issues have taken à 
hard line on the ethnic problem. The 
Sinhalese-language | newspapers in 
particular vie with each other in taking a 
decidedly majority-chauvinist line, while 
the Tamil press is too small and too 
timid to upset the Sinhalese authorities. 

The Council for Harmony through 
Media, a voluntary group of liberal Sri 
Lankan intellectuals, did a content 


analysis of the coverage of the ethnic ' 


issue in the Sinhalese press during June- 
August 1981, when the police ran amok 
in Jaffna with the backing of UNP politi- 





Wijewardene, also runs a stable of 


Sinhalese (and two English) periodicals 
through a family-owned company, Vi- 
jaya Publications Ltd. Like Lake 
House, Vijaya produces weeklies for 
children and women, strip cartoon 
periodicals and a magazine for young 
men which the publishers admit is no 
match for Playboy. 

The Lankan Woman, an English- 
language women's magazine, does best 
on advertising, Wijewardene said. 
While he did not give figures, the pub- 
lisher is not complaining about the bot- 
tom line. Vijaya, like Lake House, has 
production advantages flowing from the 
printing and publishing interests of as- 
sociate companies, though Wijewar- 
dene agrees he lacks the infrastructure 
his family built for Lake House. © 

“We can do more on periodicals. We 
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from cA و‎ ite services, radio and 
newspapers, figures rather prominently 
but is largely focused on Indian in- 
surgencies, political strife and natural 
calamities. Editorial comment on India 
reflects the mood of the €olombo gov- 
ernment line of the moment. One can- 
not fault the Colombo press for not hav- 
ing on-the-spot coverage of the ac- 
tivities of Sri Lankan Tamil militants in 
India's Tamil Nadu state. Any contact 
with them could be construed by au- 
thorities as consorting with terrorist 
separatists, an activity forbidden by the 
anti-terrorism and emergency rules. 


ews of the Tamil insurgency and 
the military's counter-moves come 
mainly via the Ministry of National 
Security and the Joint Operations Com- 
mand of the Sri Lankan forces. Al- 
though local journalists keep in tele- 
phonic contact with the Tamil-domi- 
nated areas of the country, it would be a 
` ave editor who would dare to dwell at 
ngth on the Tamil side of the story. 
The government-controlled news- 
agency, Lankapuvath, adds to the al- 
ready formidable state publicity net- 
work. Launched in 1978, the agency has 
only four full-time journalists and one 
part-timer, all based in Colombo. Lo- 


| Lake House: major publisher. 


while Lake House chairman Ranapala 
Bodinagoda says his company could ob- 
tain more advertising for its periodicals. 
“The trouble is that the editors don’t 
want to concede space . . . I’ve had to 
push them to release advertising 
space." 


Ane Bodinagoda gave no figures 
he said the Lake House periodicals 
were profitable. As is the case with the 
daily English newspapers, the English- 
language periodicals tend to attract 
more advertising than Sinhalese or 
Tamil publications. Tharunee editor 
Sapramadu said her magazine attracted 
“woman and home" adyertising: for 
toiletries, household goods and child- 
ren's health-care products. - 

Ranjit Wijewardene,; the son of 
Lake House founder Don Richard 
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majority sme Y 
politicians and clergy en, espe- 
cially since tfe late 1970: ‘made jingois- 
tic anti-Tamil speeches which are re- 
ported as straight news. 

The centrepiece of press remise 
by the authorities is the 1973 Press 
1 a govern- 
ment-appointed council supervises the 
media. The law forbids the publication 
of intra-cabinet discussions and docu- 
ments. News about monetary, fiscal and 
import-control measures which might be 
under consideration by a ministry or the 
country's central bank is also specifi- 
cally barred to the. press. Yet another 
item in the prohibited category is infor- 
mation relating to police or military 









matters, unless officially / made 
public. : 
The composition of the seven- 


member press council, which | 
five officially appointed memb 

and two working journalists, is 
also a matter of some controv ersy. 
‘In contrast, neighbouring India's 


| 

| 

|] 

| 

| uer coana has 26 memb x 
and od owners, E MPs. 

uy , While the Sri Lankan body is 
a y d. 2 Ihe Noui) 













“two houses of parliament The Sr 

Lankan press council also has to 

| comply with directions from a 
minister. - 

The council accepts complaints 

° from the aggrieved public against 

newspapers and can carry out in- 

| vestigation. [t has powers to sum- 

mon. witnesses including j jour 

nal id to award: Strict 


in courts. ‘of law. iE can be 
compelled to produce documents and 
reporters'-notes in a pres council-in- 
cau ۱ 

Any one found in contempt of the 
council is referred to the Supreme Court 
which can treat the case as d contempt of 
court and punish the individual. In the 
Supreme Court, a certificate signed by 
the council is deemed as conclusive evi- 
dence of the facts of the case deter- 
mined by the council The councils 
members are immune from the process 
in the Supreme Court and may not be 
summoned as witnesses. Although most 
of the cases before the council since its 
inception have concerned petty per 
, sonal grievances of members of the pub- 
"He, the semi: judicial powers given tc 
this g governitent-controlled body and its 
immunity tthe courts of law have beer 

criticised By advocates of civil liberty. 
سب‎ V. G. Kulkarn 





Council Law under which 
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parliamentary privilege, contempt of 
court. defamation or incitement to an 


offence. and for the welfare of socie- 


ty. ae 


The constitution empowers the pre- 


sident to declare a state of emergencv 
when needed and emergency decrees 
have the status of law in curbing basic 
rights. Since 1971, the time the country 
has been under emergency rule has 
added up to more than 10 years, and 
emergency regulations are in place 
now because of the Tamil insurgency. 
Regulations in earlier emergencies have 
included press censorship. 

Even after an emergency is lifted, 


——— ra 





some of its decrees have been acted 
into laws by parliament. The Prevention 
of Terrorism Act of 1979 made perma- 


nent the earlier emergency edicts relat- | 


ing to press censorship. Under the act. 


the government by a simple. gazette 


notification can order the press not to 
print. news about terrorist. activities 


without prior official clearance. News | 


— tral 6 مسب چم ری‎ ad 


which is “likely to cause religious, racial 
or communal disharmony” could also 
come under such a ban. 


{ late. the authorities have not 


needed to invoke their power of 


censorship. The fear of transgressing 
the repressive laws is so great among 


editors that they willingly indulge inex- 


cessive. caution bordering on self-cen- | 
sorship, particularly when the news con- 
cerns the Tamil insurgency. 

Editors want to play safe, and 
routinely soft-pedal or even ignore 
Tamil grievances, knowing. that to re- 
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|laxing in a boat with a: 


۰ that worthy | 


dynamic body. of. Case, Jaw would | 
ri illed | the gap by | 


ing princi- ۱ 


978 constitution. remedied this 


In early 1978. the Ob- 


server. a Colombo after- 
page picture of a man re- 


voung woman. By some 
| M quirk’ of carelessness, the 
caption identified the man in the picture 
t asthe country’s foreign minister though 
| dt bore no resemblance 
politician: ; 
In other democracies: a public offi- 
- cial, not unlike a private citizen in simi- 
lar circumstances, would seek redress | 
| from the courts. But not in Sri Lanka. 
; An indignant parliamentsummoned the 
-editors of the offending newspaper and 
fined them for breach of parliamentary 
privilege. 
Some prominent Cok ombo lawyers 
ive maintained that an action of 
amation by the foreign minister 
inst the Observer im a court of 
aw would probably not have suc- 
‘ceeded. The case illustrates the ex- 
cessive powers successive Sri Lankan 
parliaments wi overwhelming major- 
ities have ma for tema we 












۱ ‘are not سا‎ can be | 
considered a breach of privilege. As | 
matter. of sei n Should be 


z o E me 
lege is only ei one among. i. “many con- 
; ; the ۱ faces. In Sri 








| ial pe does r not enjoy 
ie added protection of judicial princi- 
e joue | through case law as in the 


ental. rights of individual 
M not even بویت‎ in 


endent, Cod on. en was. felt 0۳ 





: FAS "had happenes lt 


5 0 oie included “dis- 
tri ution of cect N and develop- - 
ment of e ای‎ of Pr 


















? ا‎ o by e constitution. 
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by-detailing specific restric- 
3 rights. And of.all the fundamen- 
ights, freedom of expression had the 
argest number of enumerated restric- 
tions. Moreover, the new constitution 
brought in 3 catch-all curtailment of 
rights allowing parliament to make 
laws “in the interests of radical and 
religious harmony, or in. relation to 
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Simply outstanding. That's how to describe C-130 


cargo or personnel — and put them down safely on 
Maritime Patrol Hercules performance. It enforces almost any runway, from sand and gravel to dirt 
maritime laws and treaties. It conducts search and and snow. 
rescue missions and protects the marine environment. 


It can stay aloft without refueling for 18 hours and 
p 


atrol 3,100 nautical miles at a low, 5,000-foot surveil- 
lance altitude. And the Maritime Patrol Hercules 


search radar can monitor 160,000 square nautical 
miles in a single flight. ۰ 





Best of all, the C-130 Maritime Patrol combines x 
its rugged versatility with surprising cost efficiency. UX 
That's why the U.S. Air Force, Coast Guard, and many ۰. 
countries have operated more than 100 Hercules air- 

craft in maritime patrol missions for over 20 years. D 
p It's also why you'll find this version of the C-130 E 

But this remarkable aircraft isn't limited to sea completing successful missions day and night, in every 0 

duty. In addition to its visual and electronic surveil- 


tO T imaginable weather and climate condition, all over 
lance capabilities, it can airlift up to 43,000 Ibs. of the world. 
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ın the lurch. By th 
time national TV; Rupavahini, estat 
lished with Japanese assistance an 
technically near-countrywide react 
began in February 1982, an estimate 
200,000 receivers had been purchased. 

ITN has remained an almost exclu 
sively entertainment-oriented comme! 
cially financed station, beaming mostl 
imported programmes and repeatin 
Rupavahini's evening news. Accordin 
to ITN official Thevis Guruge, the sta 
tion has earned a surplus of about Rs 
million (US$177,304) a year during th 
past two years, and has paid income ta 
and generated its own resources for ex 
pansion without turning to the Treasur 
or depending on foreign aid. 

Rupavahini's chairman M. J. Perer 
said that at the end of last year ther 
were 450,000 licensed receivers in th 
country. He estimated there were abou 
10% more unlicensed TV sets anc | 
the market was nowhere near sa i 
tion, with increasing rural electrifica 
tion likely to help boost the figure 
Perera estimated that between five t 
10 viewers utilise a single receive 
while many homes without electricit 
had TV sets which operated with ca 
batteries. 

According to the chairman, the mos 
popular programme on Rupavahini i 
Sinhala News. But a recent, superbl 
acted teledrama Yasoravaya, with a com 
pelling story of middle-class mores, at 
tracted huge audiences and a possibl 
greater number of viewers. Whil 
Rupavahini produces its own local new 
programmes, it buys its foreign new 
from Visnews at a cost of Rs 900,000 an 
nually. 

During the earlv stages of the na 
tional station, President Junius Jaye 
wardene was the only national poli 
tical figure to appear on TV, but othe 
ministers and politicians have s | 
begun to appear. During the 1982 pi 
dential election campaign, both SLBC 
and Rupavahini gave equal time to tht 
rival contenders. 

While there have been great expeq 
tations about teaching science and Eng 
lish via educational TV, the results hav 
been disappointing. The state educatio: 
system provided TV receivers to school 
but the highly formalised educationa 
programmes generated very little in 
terest. “Hardly anybody follows thes 
programmes,” admitted a Rupavahin 
official. The national station hopes t« 
have a series of informal programme: 
not geared to syllabuses and also hope: 
to put educational material in other pro 
grammes this year, a spokesman said. 

Rupavahini has been operationally 
profitable.and officials said it was no 
doing too badly financially though the 
1985 accounts have yet to be released. A 
second channel is now being planned. 

— Manik de Silv: 
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Wijemanne; SLBC announcer: radio has the widest reach. 





Dominance of drama and 
music in broadcasting 


had at its absolute command. Despite 
pontification both within and outside 
parliament that the station should be an 
independent entity (like the BBC), 
most people have considered news- 
papers to be more authoritative than 
radio. A dependence on official hand- 
outs, a news division that has been 
lethargic and unimaginative and a gen- 
eral disinclination to chase stories that 
would interest people has resulted in 
dull news reporting. 

However, the situation has been dif- 
ferent during such extraordinary events 
as national emergencies and elections. 
Then, radio has almost inevitably been 
the first with the latest, and people 
countrywide have tuned in to learn what 
was happening. Outside Colombo espe- 
cially, the four daily newscasts in three 
languages — English, Sinhalese and 
Tamil — have a very wide listening au- 
dience as radio generally has the oppor- 
tunity to break the big stories before 
evening TV transmissions and the next 
morning's newspapers. 


D espite weaknesses in its newscasting, 
SLBC and its predecessor have pro- 
duced some fine broadcasters and pro- 
grammes during its 60-year history. 
Many of its informational and educa- 
tional programmes have been of a high 
quality. A daily sports roundup and reg- 
ular commentaries on sporting events 
abroad command wide audiences, while 
pop music beamed on the commercial 
service continues to be popular in India, 
earning considerable advertising re- 
venues there. 

TV came late to Sri Lanka, with the 
originally privately owned International 
Television Network (ITN) being com- 
missioned in 1979. The station was 
taken over by government a few months 


years ago, 


ASIAN Despite the progress of 
——^. ^| TV, which came to Sri 
3 ` — j| Lanka seven 

ge“ radio remains the coun- 
۱ || ۱۲۷ 5 most potent medium. 
px E There are now an esti- 
LW PBDJ mated half a million TV 
receivers serving a population of 16 mil- 
lion, while an estimated 4 million radio 
receivers reach a national audience of 
10 million. But paradoxically, despite 
radio's admitted reach and usefulness, it 
has been totally upstaged, with politi- 
cians, in particular, preferring to get on 
the more glamorous small screen. 

Daily broadcasts in what was then 
Radio Ceylon began on 16 December 
1925. Over the years the station, later 
converted into the more flexible and 
less regulation-bound Sri Lanka Broad- 
casting Corp. (SLBC) — with the gov- 
ernment retaining sole ownership — 
was developed into a vigorous enter- 
tainment, information and educational 
medium which officials said was profita- 
ble. 

"We focus on entertainment, in- 
formation and education," Livy Wije- 
manne, chairman of the SLBC, 
told the REVIEW. “Naturally we've got 
to broadcast what the listeners enjoy. 
People like to tune into a station that is 
pleasant to listen to. Music is the con- 
veyer belt for our commercials." The 
corporation had not gone to the Treas- 
ury Tor money since being set up, he 
said. 

SLBC and its predecessor have al- 
ways been government-owned. Until 
1973, when the Sirima Bandaranaike 
government, which included com- 
munists, took over the country's most 
powerful publishing house, Associated 
Newspapers of Ceylon, the radio was 
the one medium the then ruling group 
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If you’re planning to do business in Germany, 
you should look for a bank that understands 
a bit more than just German business. 


You need an interna- 
tional bank that's at home in cm 
Germany. A bank that can not i) —~ 
only help you with the complex- 
ities of the German market, its 
laws and regulations, but can 
also appreciate the implica- 
tions for your international 
business. A bank that’s large 
enough to offer you all the fi- 
nancial services you need, yet 
flexible enough to produce 
detailed solutions to specific 
national problems. We are 
Germany’s second largest 
bank, with 1,000 domestic 
branches, and over eighty of- 
fices worldwide. After being in 
international business for more 
than a century we work for 
about 100,000 companies. 
We can offer you a profound 
knowledge of German busi- 
ness - and a bit more. 
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Dresdner Bank 
One of the leading banks in the world. 4 Bank with imagination 


Dresdner Bank AG . 3 
Head Office: Jürgen-Ponto-Platz 1, 6000 Frankfurt/Main, E e e 
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Fed. Rep. of Germany. Se s 2 ? ^ EC نیا‎ 
In Asia: Beijing, Bombay, Hong Kong, Jakarta, Osaka, Seoul, Singapore, en E EU Pu DIS 
Taipei, Tokyo - Dresdner (South East Asia) Ltd., Singapore. eS ce ۱ 

In Australia: Melbourne, Sydney. 
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Dostusis Plus. 
A Class of its Own. 


Nu time you fly, let us show you that there’s 
a world of difference between our Business Plus 
and the ‘business class’ of other airlines. 

It's a difference that shows in the extra Air 
Lanka ‘taste of Paradise’ touches we've added to 
everything that is expected of Business Class. 

These are just a few of the touches we ve 
added. ..brionty check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34? recline. Luxury cuisine, 
plus French wines and champagne. 

So, if you're travelling business as usual, 
fly Air Lanka Business Plus. We'll show you 


that the plus 15 our pleasure! 
AIRLAN <a> 
BUSINESS PLUS 
A Class of its Own 
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zd o m there's one company that 
"can handle them all. Daewoo. 
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Daewoo consistently proves its exper- 
tise in a wide range of areas: from 
e Bp electronics to state-of-the-art 











3 Goteborg, Sweden 
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Victor Hasselblad AB. 
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lass شوم‎ y ju u for Candi 
in tehet nicest possible ways. 






And on 1 Canadian Pacific Air 
Lines, you can connect v with our 
non-stop flights to Canada in — — 
Hong Kong, Tol kyo or Shanghai. - 








` For reservations or information, D 
- contact you r travel agent or 
r Canadian E cific Air Lines. 








J. Canadian Pacific E 


` For reservations call Bangkok 2511393 * Delhi 353144 © Hong Kong 227001 * Jakarta 325086 ۶ Karac ıi 510728 « 
A Kuala Lumpur 425654 ۶ Manila 898531 ۰ Shanghai 376422 ۶ Singapore 222-1977 * Taipei 503-3030. 





THE FINEST SILK, FINISHED BY HAND. 
A_DUNHILL TIE BY TRADITION 


Lad 
^ 








At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is of finest silk, a precious metal or subtle spices. Dunhill has become 
a hallmark not just of inherent British values but of quality the world over. 


۱ he Dunhill Tie. In both cut and design it is a true celebration of the tie maker's art. All the ties in the 
range are made in Italy from 100% silk and are hand-stitched. This means that they hang better and always regain their 
۹ excellent shape after being untied. And all show the Dunhill symbol as a discreet reminder of their pedigree. 


ALFRED DUNHILL'S PHILOSOPHY: s 


IT MUST BEUSEFUL.ITMUST WORK DEPENDABLY.IT MUST BE BEAUTIFUI 
IT MUST LAST.IT MUST BE THE BEST OF ITS KIND. 
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"AUGUST 1982.. 
and misty, just. like 
ter: I have a moun é 
Mt Sorak, South K 
sort area and. fin 
"from the border 
|. For the p: 
incu al 
| and train, E 


RS: wet | buds our farewells, and 3 ad-.| lis 
3 dresses, as one does. For some reason, | 


felt a lump in my throat. Damned Ko- : 
rean sentimentality. ۱ E. ps 
| 
| 
| 
| 






bi E - APRIL 1986... The day dawns bright | 
!j and sunny. just like yesterday. Which i is | 











us justas well, since we have a mountain to | 
ir climb. We are at Mt Eng, 1 di 










Saale nenne meneame terere nere ee 


‘the spot- -the-rabbit- TO 
ask if we can clit 












For t the past 10 days or so we've | ther 
| been travelling around North Korea, by | 
1 || minibus and train. Not alone; solo |. 
| tourism is not yet permitted in North ijT 
in. | Korea. Tourism of any kind is new: ours | 
d, | is the first-ever party from Britain. Ko- 
rean tourists are nowhere in evidence, ae 
unlike in the South. But perhaps it’s too. agi 
| early in the season. Winter is barely du 
| over, and though the sun shines there's | ris 
„|, still. snow on the peaks, ice floes in the | 
of T elcas mountain. streams, and an Mes 
ha u ; vigorating breeze. Be 
A group o young men stop n me in my |. It’s our only full day at Kumganj 2 
tracks — they turn out to be four waiters . and we are walking up to one of its mosi 
and a cook, on their day off from one of | famous sights: Kuryong. or Nine-Dra- | song 
the local hotels. Although they speak gon waterfall: Tourism: what little there | b 
hotel English, and I have even less Ko- | is of it) is very organised in North | n 
réan, the message is clear enough. It's | Korea. No wayside taverns, but a fancy mc 
raining, this is no weather for climbing restaurant atthe foot of the patti where | 
mountains; “so why don't you join us | we shall lunch on our return.: E. 
and drink makkoli [rice beer]?" ` os Its a gorgeous clear day, and the: 
After a moment's sodden contem- | scenery:is. breathtaking. Pines jut out. - 
plation I am convinced. I ab. the. Mae ub from sheer rock, at impossi- 
mountain and joit ^! ble angles. The rocks themselves an 
cheerful bunch, bec | pointed and twisted in.strange shapes 
. as the bowls of mak | which gives our guides an endless con- 
i. ie, who | _versation topic. "What d'you think that 
1E poke-sofig?" he prod T pue; looks like?" they keep asking, pointing 
le, then remember there is no Fin Ko: | at some peak. “Er — a rabbit?" That 
crean: “Er, yes," I say hesitantly. ;"You |. was actually a right answer; or it might 
sing England poke-song, wé sing Korea . ibe: a frog, ot: whatever. 
| poke-song." Another reasonable’ prosi Our’ guides are enjoying this” N 
"sition. ۱ Kim has been with usfor the whole trip. 
nd so we do, all afternoon. English and has dutifully told us (in excellent 
E songs are not my strong point, but | English) about the doings of the Great 
thanks to my Irish mother I can manage | Leader everywhere we've been. But 
` a few from a neighbouring island. So I | here, in these mountains (albeit disfig- | ai 
gave them The Rocky Road to Dublin | ured by giant slogans carved in red), the: | again], is leaving.” Slightly ridicu 
(fast and furious), and. She Moved | Great Leader seems somehow faraway. | but it was. an exquisitely tender 
Through the Fair (slow and infinitely | And perhaps I imagine it, but Mr Kim | ment. | i 
sad). Any lingering doubts I might. have | seems more enthusiastic telling usq- 
had that Koreans | are really Irish in dis- | fairy tales (or should I say, other fairy. p 
guise (or vice- -versa) were dispelled by | tales). | d 
this afternoon. The conviviality, the; = We've reached. the falls,.an. easy. | tain-song ep 
love of song, the sentimentality; the abi- | walk, and Mr Kim regales us at length: T ی‎ than fou S years. dn. pid ue 
lity to switch between laughter andtears | with. the old story of the poor woodcut- | the crow flies, perhaps 30 miles. Crov 
at a moment’s notice; all these are héld | ter who saw the fairy bathing, stole her E may fly, but history took a differen 
in. common. clothes (so she couldn't get back 10 | turn. A third of a century has separated 
< We got drunker, and more boister- | heaven) and married her. But she pined. | Mis ui Han. rom those waiters, Ber 
ous. I fear we must have been rather a E comp: 
? 
| 
| 
| 
















| steep there are brigt 
| orange railings. in the rock. At regular 
i intervals esq little makeshift 
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upon aime in f. can t Es mi 
1 North Korea; you must get j 
f marry, and woe betide you if. 
















imentality, n ue tbe : th 
ain. Very Irish, very Kore 
snt over yet. As WEC 
the mountain, stil singing, [ 
in Korean: “The mount 
ng, because Mr Poster [nc 




























for her heavenly Home, and one day 
spectacle (not that many people were | took their children and went back to. 
about). “Poke-song” fell off his chair a 


heaven. Yet all ends happily, for. he 
couple of times. I ran out of Irish songs, . | 


joins her. 
and had to enlist the aid of Elvis and Mr Kim likes song too. In the bus: as 
+ Chuck Berry. Eventually, as the 


we crossed the peninsula from. Pyong- 
hadows drew in, we staggered back 


yang to Wonsan on our way here; he'd 
he valley, still singing. Then we | had us ail singing aways Nido نود‎ 


` much the: same. 1 S Tem dama inu in 
° the throat again. After all, this is Korea, - 
where lumps. are semi-permanently in. 
throats. Ping even North Korea i is Korea. 










this is eive Dy Se Es ; 
"Like the i 


| University: & of other 
countries, American news “values its 
own nation above all -others, even 


rates afe not high. Its urban bias limits 
| its ability to portray the problems and 


| though it sometimes disparages blatant 
= prospects of the dominant rural sector 
i 


patriotism. The ethnocentricism is most 
explicit in fc reign news, which judges 
other countries. by the extent to which 
they live up to imitate American prac- 
tices and. values, but it also underlies 








in most developing countries. The prob- 
lem is further compounded by the fact 
that in a number of these countries, the 
print media is subject to pressures from 
the government and other interests. 
The electronic media — radio and TV 
— are more formally under government 
control. 

| . [fone applies the absolute democra- 
tic standards as understood in the West, 
it is easy to reach the conclusion that the 
press in developing countries is not free. 





presen tion i 
respondent? SC 


i by the cor- 
ial ا‎ 





cannot f rget. his nation's 
In his book. Gandhi, Vill 
“makes this point: “I did n i n ten 
. [in the 1930s]. 1 found out. 
only. later, that [Mahatma 
Gandhi, who was a shrewc 
appraiser of the means and 
value of getting his message 
out to the world, attached 
more importance to my dis- 
ws eo than. 1 realised. q 


ums man:‏ یه رسد هد روج مج رو سور ی ات AA A EATA‏ وزج وه سوبس شا etiam ghar‏ اي 
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abdo cover ‘his ieee 
on the scene. My daily ca- 
bles... which cost nearly <a 
| dollar a word to transmit, 
' were published not only in 
the Chicago Tribune but in 
scores of other newspapers 
inthe US. . They were giv- 
‘ing the American ‘people for 
the first time, I believe, an 
unbiased account (not only 
the British but the Indian 
side of the Indian revolu- 
. tion). 

"Even the august New 
York Times had no corres- 
pohidént ofi its own in India. [t depended 
on the dispatches of The Times of Lon- 
. don man in New Delhi, an able English 
journalist who . laboured daily to put 
across an exclusive British view, the 
only one he understood." In other 
words, The Times coverage of Gandhi's 
movement against the British was com- 
. parable to an objective reporting on the 
US Civil War from the Southern point 
of view. 


But the question is whether we should 

apply the absolute Western standards, 

without the attendant circumstances of 

higher per-capita incomes, levels of lit- 
 eracy, and a long tradition. 

It is equally wrong to club all de- 
veloped countries together as part of the 
so-called First World. There are differ- 
ences within the First World media. In 
Britain, | for. instance, there are 
privileges of MPs, which are not avail- 
able to US legislators. Then there is the 
issue of contempt of court and the Offi- 

| cial Secrets Act which sets the British 
| Press apart from the American press. 

| However, ethnocentricity appears to 
| 

i 


S ome observers say that the biggest gap 
between developed and develop- 
ing nations is the lack of shared under- 
standing z of what news reportit 
then go on to assert that reporters in de 
veloped societies are unique in the 
world, since they are trained t 
the same time, “adversarial and objec- 
tive. The American. press, which has 
brought down a president, is.often cited 
as.an example of the. advers: 
played a ag media. But 






M تس‎ nd سس جوز ھر یآ ی جح‎ A ایب وه یس‎ ae 








| Sundaram Sankaran, a former jour- 
| nalist, is currently on the staff of 
| 





.the World Bank. The views ex- 
pressed in this column are those of 
the author and should not be attri- 


| a buted to the World Bank. - 
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in developed : 


wrote: "Anyone wishing to embark . 


rontation between the media and Afri-. 


. But its limited reach often impairs its 
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[n the continuing debate over the new 
‘international information order, we 

ten resort to the use of the term the 
hird World to cover more than 100 de- 
loping countries. There is consider- 
ble force in the argument that develop- 


one homogenous group. 

. Shiva Naipaul, the late Trinidad- 
rn author, argued with characteristic 
oquence: “There is no relationship 
ere problematic or contentious than 
at posed by those hundreds of millions 
human beings lumped together by the 
rm Third World.” According to him 
hird World is a term “of bloodless uni- 
persahty. which robs individuals and 


"dia and Brazil Sieh the one banner 
of Third Worldhood is as absurd and as 
'nigrating as the old assertion that all 
hinese look alike. People look alike 
ly when you can 1 be bothered to look 
them closely . . 

The countries of the Third World are 
at different way stations along the same 
oath. They vary in size, population, per 
pita income and levels of literacy. The 
ages of development of the news 
media also vary. In a number of de- 
veloping countries, the so-called mass 
media, as understood 
Western societies, is non-existent. 
[here is the folk or traditional media 
with a large reach. India, for instance, 
has an àncient oral tradition of inter- 
personal and societal communication. 

. Commenting on.the state of com- 
munications in Africa, one scholar 


upon a study of the dynamics ofthe con- 





can cultures must not fail to include in 
his reflection à critical evaluation of the 
ancient methods of communication that 
frica invented, all the more so as their 
disappearance or obsolescence is not 
yet an accomplished fact . . ." During 
ihe Cultural Revolution in China, the 
wall poster was comparable to The 
New York Times or CBS Evening News 
as an instrument for dissemination. of 
public information. 

. Equally important is the fact that in 
many developing countries the print 
edia's reach is limited to the urban 
centres, though one need not go as far as 
a journalist friend of mine who de 
scribed developing- country media as ' 
agnificent illusion" created by ien 
Western-oriented elite. 





ffectiveness as a tool in mobilising pub- 
ammon in countries were literacy 
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cost is to the developin 
to the lender of mon 
money back from the 
try. Even though economic 
ment is on.the top of the agend: 
veloping countries, reporting on. 
lopment matters is in its infancy. 

Why do they not learn fror 
West? Even in the West the o 
tunities are lost by undue empha 
the debate over the merits and der 
of the free-enterprise system. Th 
bate may be more relevant to deve 
countries. John Kenneth Gal 
gives perspective to the discussion: 
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research in various fields including information : 


The awards will cover the costs of travel, 
. tuition and accommodation. Applicants must be 
aged between 25 and 40 and have at least fiv 
years’ professional experience in journalism. 
For an application form, please write now 

in English or French, to the Director 
the Reuter Foundation (FE), 85 Fleet Street, 
London EC4P 4AJ, England. 


they devote to covering the “achieve-. 


answer strangely was that they carried. 
the same stories and pictures supplied. 
by Western newsagencies. Very little at- | 
tention was being paid to reporting how. 





both the developing‏ را 
countries and developed‏ 
aj countries the media tend to.‏ 
operate on the principle that‏ 
good news is no news and bad‏ | 


too much on the crisis in Ethiopia and 
not much on the developmental efforts 
Of African cauntries. 

Í asked them how different was their 
approach to reporting. How much re- 
sources — human and material — did 


ments" and “failures” of economic 
development since independence. The 


economic development over the past 25 
years has affected, or failed to affect, 
daily lives of people. 


hen I raised this question in India 
sometime ago, several editors said 
that the subject was difficult to cover 


and that not much attention had been. 


paid to it. I was*equally surprised 

when. The Washington Post raised the 
question in December 1985: is good 
news bad for editors? The same. issue 
had been brought up earlier by Thomas 


technology. 
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The Reuter Foundation will award six 
University Fellowships to journalists from 
developing countries for the 1987-88 
academic year Three of the Fellowships will 
be tenable at Oxford University, England, 
two at Stanford University, California, USA, 
and one for French-speaking journalists at 
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Bordeaux University, France. 


As a Trust established by Reuters, 
the international news and information 


Telephone: 01 -250 1122. 
Telex: 23222. The final date for 
receipt of completed applications is 
31 January 1987. 
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organisation, the Reuter Foundation 
assists the media of developing 
countries by providing special 


opportunities to journalists for study and 
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! Cap comes calling . 


US to balance its Subcontinent relationships w with 1 military aid 


| 301 


nised some, af the srechendols feats that 
India has engaged in over the years.” 
Armitage said the US felt it could help 
India to. become self-sufficient in tech- 
nology as it was'in food production. ; 

A key element in the US approach to 
contesting Soviet influence in India is to 
help modernise its defence industry 
which so. far has relied largely on So- 
viet arms and. technology. After a 
lengthy study, three mission areas 
have been identified for US coopera- 
tion: air defence, anti-armour and -v 
missile range. 

While in India Weinberger is expect- 
ed to sign a contract for the sale of 10 
General Electric F404 engines to be 
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Weinberger: an even hand. 





used in building India's prototype light 
combat aircraft. This powerful engine is 
currently used on F18 and F20 fighters. 

He will also discuss with Indian leaders 
other possible areas of cooperation in 
the aircraft project such as airframe de- 
signing and avionics. Sources said that 
the US is likely to approve the sale of 
laser-guided anti-tank missiles and a 
highly advanced range radar system for 
testing missile launches. 

The US has already agreed in princi- 
ple to sell an advanced supercomputer 
to India but the actual sale is being held 
up while the two sides negotiate a re- 
gime of safeguards that would prevent 
its use by the Soviet Union or India to 
build atomic weapons. While the US be- 
lieves India has not undertaken a 
weapons-building programme since the 
explosion of its "nuclear device" in 
1974, Washington, nevertheless, is con- 
cerned by India's strenuous efforts to 
keep its indigenously developed nuclear 
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By Nayan Chanda in Washington 


n an ambitious strategic move, US 

Defence Secretary Caspar ‘Cap’ 
Weinberger has set out*to weaken 
Soviet influence in Asia and assert 
Washington's pivotal role in the five- 
sided relationship involving China, 
Pakistan, India and the Soviet Union. 
During a unique swing (7-17 October) 
through Peking, New Delhi and Is- 
lamabad, Weinberger was expected to 
not only offer arms and technology to all 
but also symbolically end the US “tilt” 
towards Pakistan against India. Wash- 
ington hopes that its active but balanced 
posture will improve the US' status and 
reduce Soviet leverage in the region. 

The US-Pakistan military alliance 
since the 1950s and a Sino-Pakistan axis 
against Indo-Soviet ties developed since 
the 1960s, coupled with Richard 
Nixon’s “tilt” towards Pakistan during 
the 1971 conflict, effectively foreclosed 
US influence in India. However, India's 
economic progress and its efforts in re- 
cent years towards technological mod- 
ernisation have opened new oppor- 
tunities for the US. “The fact that for 
the first time in history a US secretary of 
defence is travelling to India is an 
enormous event in itself,” said Assistant 
Secretary of Defence Richard Armit- 
age. 

The opportunity for strengthening 
Indo-US ties is now seen as being 
further enhanced by a cooling of Indo- 
Soviet relations, especially against the 
backdrop of Moscow’s wooing of 
China. US analysts believe that So- 
viet leader Mikhail Gorbachov's Vla- 
divostok speech, with its ardent plea for 
normalisation with China, has not 
pleased India. They also note the Soviet 
media has ignored the Indian charge 
that in early July, Chinese troops and 
peasants intruded into Indian territory. 
New Delhi termed the July incident the 
most serious intrusion since the 1962 
border war. Nor did Moscow take note 
of Indian press reports that China was 
"stepping up" its support for insurgents 
in the Indian state of Nagaland. 

"We have become more sophisti- 
cated in our appraisal of Indo-Soviet re- 
lations. We are not seeking to squeeze 
the Russians out," a senior administra- 
tion official told the REVIEW. Instead 
the US would like to support India's ef- 
forts to modernise its industry and 
liberalise its economy and hopes to push 
India towards “genuine non-alignment" 
by acknowledging its regional pre-emi- 
nence. Armitage announced on the eve 
of Weinberger's departure: “We recog- 
nise India as a regional power and a 
coming world power. We have recog- 
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Marx urged, leave the undoubted pleas- " 
. ure of the debate as between socialism | 
' ‘We must, instead, accept the existence ` 


ofan earlier, third system — the agricul- 


J— When I asked several foreign corres- 


tonnes of foodgrains in the 1960s, and is.. 
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and capitalism until there is capitalism. 


tural system — and identify and pursue 
۱ pir policies relevant thereto." 


! pündents based in a developing country 
why they were not devoting enough at- 
tention to the development saga of say, 
India, which was importing 10 million 


“nearly self-reliant in food now, the ans- 
- wer was: “Charity begins at home. Let 
the Indian papers start writing, then we 
will.” Here is an outstanding success 
story of international cooperation, 
bilateral cooperation (between the US 
and India), right economic policies and 
the right kind of external assistance. But 
nobody writes about it. 

0 ™oreign correspondents often make 
| F the front pages of newspapers by 
| writing negative stories on developing 
countries, for instance about a large, 
‘uncontrolled underground economy. 

Developi gene journalists, on 
the other hand, go to the other extreme, 
of making the front pages by writing 
E. positive stories and blaming failures on 
. the monsoon, God and the US — not 
a 1ecessarily in that order. The existence 
` of an underground economy or black 
B arket seems to imply the system, in- 
_| variably socialist, has failed. 

۲ Lester Thurow raised an interesting 
3 | question when he asked in a recent arti- 
` | cle: “What then is one to conclude when 
et one notices a similarly large under- 
` | ground economy within the United 
States, an economy in which producers 
and consumers do not report income, 
ay taxes or observe the laws regulating 
H usiness?" According to one recent esti- 
| mate the US underground economy ac- 
| counts for 8-10% of its gross national 
product. Such debate in the media in the 
JS, however limited it may be, may in- 
E uratc a sense of modesty in passing 
D | value judgments about other societies. 
. | Whenever we talk of the training of 
journalists, it invariably means sending 
| Journalists from developing countries to 
he US or Britain. Perhaps that is the 
8 way. There is a lot to learn from 
_ the US and Britain. Very rarely is the 
issue of an American or French or Brit- 
| ish journalist being trained in a develop- 
li ing country raised. 
— [think there is merit in considering 
an exchange of journalists, selectively 
| of course, between developing and de- 
a veloped countries. Otherwise, it would 
. | be a misallocation of resources. A rich 
E _ Country can afford to misallocate, while 
1d a poor country can ill-afford it. 11 
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| official told the REVIEW. Sources said | 
that Weinberger would seek clarifica- | 
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orts that Pakistan has 30% en- 

riched uranium. Although 90% enrich- 
ment is desirable for weapons it is feasi- 
ble to make an explosive device with 


lower-level enrichment. 
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| September 1984. President Rea- 


gan wrote to Pakistani President 
Zia-ul Haq that the US would be con- 
cerned if Pakistan enriched uranium 


over 5%. "I hope that the Pakistani - 


leadership understands how seriously. 
we view this," a senior administration 


tion on the recently announced Sino- 


Pakistan nuclear cooperation agree- 
ment. In a recent interview a senior 


Pakistani official said the agreement — 


"covers all nuclear activities" — pre- - 


sumably including uranium enrichment. 
While privately expressing concern 
about Pakistan's unabated drive to 


make the bomb, the US publicly main- 1 


tains that its non-proliferation goals are 
being respected. The REVIEW has learn- 
ed that Reagan will soon issue the cer- 


tification, required by law prior to aid | 


disbursement to Pakistan, that the 
country "does not possess a nuclear ex- 


plosive device and that the proposed US | 


assistance programme will reduce sig- - 


nificantly the risk that Pakistan will pos- 
sess a nuclear explosive device." US of- 
ficials are downplaying the report of 
30% enrichment by saying that it could 
have been “reached in a surge” and “in- 
advertently” and was not indicative of 
Pakistani efforts to make weapons-grade 
material. 

Pakistan’s nuclear programme, one 
source explained, “is like 14 different 


tracks ending up with bumpers in 
_ [Washington's] Union Station. When 
. different projects — from enrichment to - 


weapon designing and machining — 


reach the bumpers, Pakistan will be 


ready to produce an explosive device. 
The US is trying to set up blocks on the 
tracks to prevent research and develop- 


, ment reaching the bumper." When 


Reagan certifies that Pakistan does not 
possess an explosive device it means 
that all the 14 tracks have not reached 
their end, the source said. 

The principal reason for the adminis- 
tration's lenient approach is to deny 
non-proliferation critics in congress am- 
munition to block US aid to Pakistan. 
Given the vital US strategic interest 


served by Pakistan, especially in Af- — 


ghanistan, Washington would not like 
to end the aid relationship. Besides, one 
official argued, “without the valuable 
aid we offer, Pakistan would have little 
incentive to pay heed to our non-prolif- 
eration concern.” A solution to the nu- 
clear race in the Subcontinent could 
come only in lessening of tension be- 
tween India and Pakistan and building 
of trust. Washington hopes that the 
Weinberger trip could contribute to that 
by developing greater understanding 
with India. | Oo 
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as 
livery of the E2C with its airborne com- 
mand capability would give the Pakis- 


tani air force an edge that India could 


not look on with equanimity. Adminis- 
tration sources said that if not for 
reasons of balance, then on the grounds 
of cost (a pair of E2Cs alone would cost 
US$500 million), Pakistan would be 
asked to settle for a surveillance plat- 
form mounted on the C130 aircraft that 
Pakistan alreådy possesses. 

Weinberger is also expected to dis- 
cuss 2 Pakistani proposal to build its 


own fighter by mounting the GE F404 - 


engine on Chinese-made F7 aircraft and 
fitting it with modern avionics. The 
Chinese reportedly are offering the air- 
frame for US$3.5 million a piece and 
Pakistan hopes that with engine and 
avionics the total price tag would be 
US$10 million each. However, a North- 
rop feasibility study has concluded the 
proposal would not work. 

Officials are sceptical about such a 
project on several grounds. Even if the 
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or outside international safe- 
guards. The US fears that India may 
be working to stock-pile enriched 
uranium. Armitage said that during his 
visit to all three Asian capitals Wein- 
berger would discuss the question of nu- 
clear non-proliferation. ۱ 

US officials say that they understand 
India's nuclear programme takes ac- 
count of its broader security concern 
vis-à-vis China and not just its rivalry 
with Pakistan. India thus cannot be 
asked unilaterally to undertake non-nu- 
clear commitment. But Weinberger is 
expected to urge India and Pakistan to 
make a commitment not to use nuclear 
weapons against each other, even if only 
for a set period initially, and to agree to 
mutual inspection of facilities. 

"It is possible to find an arrangement 
that would tie down the nuclear hand in 
South Asia but not affect India's post- 
ure vis-à-vis China," said one official. 
Washington obviously hopes that by de- 

veloping defence cooperation with 
idia and transferring advanced tech- 
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ndian reactor installation: no international safeguards. 


cost is kept at US$10 million as hoped 
by Pakistan, it would still be close to the 
price range offered by competitive US 
manufacturers for aircraft of similar 
capability. They feel Pakistan would be 
better off with a proven aircraft than 
trying to develop its own hybrid. More- 
over, some officials have opposed the 
idea on the grounds that by upgrading a 
Chinese-made fighter with powerful en- 
gines and avionics for Pakistan the US 
could come under pressure to provide 
the same for China. Saying no to such a 
request would hurt China's feelings 
while saying yes would antagonise 
Asean countries. While the US has ap- 
proved the sale of a moderately sophis- 
ticated avionics package to China it has 
not so far decided on the sale of a jet en- 
gine. 

Weinberger is expected to remind 
Pakistani leaders of the continued US 
concern about Pakistan’s nuclear pro- 
gramme in the light of recent intelli- 





. ology it could have a greater restrain- 
ing influence on the nuclear issue. 


TA in any case, is an argument that 
Š Washington uses in justification of 
its large aid package to Pakistan. Dur- 
ing his trip to Pakistan Weinberger is ex- 
pected to discuss with Pakistani officials 
the composition of a proposed US$1.7 
billion foreign military sales credit to 
the country, sources said. They added 
that Pakistan would buy eight addi- 
tional ۳16۵ to bring the total to 48 but 
whether these would be the more ad- 
vanced F16C could be decided during 
the visit. Weinberger is also expected to 
discuss a Pakistani request for an air- 
borne surveillance system. 

While the US has suggested surveil- 
lance equipment mounted on tethered 
balloons as an inexpensive but adequate 
defence, Pakistan is keen on the more 
sophisticated AWACS such as the E3 or 
E2C Hawkeyes. India has reportedly 
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New ig @ fave trouble adjusting to Amedcan life 


The elusive promise 


people. Hmong tribespeople 
from the mountains of Laos, 
and others from rural areas 
who had little or no schooling 
in their native lands and li- 
mited exposure to Western 
‚ways. 

The ethnic groups that 
have fared the worst are the 
Hmong, transported into 
what seemed centuries away 
from their mountain home- 
land, and the Cambodians, 
virtually all of whom lost 
family members to Pol Pot 
and 12% of whom are widows. 

There are pockets of des- 
pair, though, among the 
ethnic groups that have pro- 
duced many success stories. 
The Vietnamese, for exam- 
ple, include not only the Wes- 
ternised elite who fled before 
the fall of Saigon, but also the 
more recent refugees who ex- 
perienced a much harder 
passage, often losing family 
members in the process or 
having to leave parents or 
children behind. 

Lam's family was sepa- 
rated in transit from Vietnam 

about three years ago, says Laureen 
Gray, the public defender who was rep- 
resenting him when he died. Like hun- 
dreds of other Vietnamese youth from 
broken homes, Lam joined a gang, spe- 
cialising in extortion and brazen armed 
robberies of households. The gangs — 
often headed by older men who served 
in the South Vietnamese army — func- 
tion as surrogate families for many of 
the youths. 


G ang violence is exceptional. In 
communities of the most disaf- 
fected Asian-American groups, vio- 
lence against wives and children is far 
more common that the crimes against 
random victims. Many other 
traumatised newcomers respond to 
their inability to adjust to their changed 
circumstances by withdrawing from the 
world, perhaps even to the point of 
death —if many of those who have studied 
SUDS are correct in their conclusion 
that the mysterious deaths are caused by 
the psychological stress of relocation. 
ven the relatively privileged immi- 
grants suffer serious psychological 
stress, according to Liu. Once proud 
professionals forced to accept whatever 
work they can find are especially hard 
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"When one sees more Asian faces in 
high positions, one tends to go into the 
statistics only to look for,the success 
stories to confirm that impression," says 
Liu, explaining the advent of the myth. 

Part of the problem is that immi- 
grants lumped together as Asian-Ame- 
ricans are so highly heterogeneous that 
it is impossible to make accurate 
generalisations about ail of them based 
on the performance of a few, Liu points 
out. What is more, the few who have 
earned the accolades are a highly unre- 
presentative group of immigrants — 
mostly well-trained professionals from 
the urban middle class who have flocked 
to the US since the last major reform of 
immigration laws in 1965. 

The more recent groups of immi- 
grants to cross the Pacific are quite a dif- 
ferent lot. In place of doctors and law- 
yers looking for higher salaries, the 
newest Asian-Americans . include 
Amerasian youth and their single 
mothers, 150. 000 highly. traumatised 
ar s refugees, Vietnamese boat 
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By ı Mark Thompson in Los Angeles 


Thahn Thiem Lam is 
one Asian immigrant 


in America. 
night in Pune, the 17-7 


NEW Tu. 


3 self in his Orange 
gin THE usa 


Bl County jail cell while 


mate in an adjoining cell said that be- 
1 fore Lam died, he sang mournful Viet- 
namese songs and moaned “54 years, 54 
ears,” the maximum term he techni- 
cally could have served in prison if given 
the stiffest sentence on all the charges 
against him. Lam apparently did not 
۴ شور‎ his lawyer's explanation, re- 
layed through an interpreter, that he 
would almost certainly serve only a frac- 
tion of the maximum. 
. In an entirely different sense, Keun 
Bae Park has not exactly thrived in the 
US either. 
South Korea holding a master's degree, 
Park now makes a living selling 
chilidogs and steakburgers from his 
| sidewa k foodstand around the corner 
from the Los Angeles City Hall. 
— There are many like Lam and Park 
within the Asian-American community 
whose personal fortunes sank after 
7 Bona the "Gold Mountain." A few 
| who were unable to adjust slipped into 
| lives of crime. Some have committed 
| St icide or have succumbed to the mys- 
 terious "sudden unexplained death syn- 
| Er which has claimed the lives of 
at least 100 Southeast Asian refugees 
| since 1977. Known as SUDS, the syn- 
9 drome “may be a form of unconscious 
| suicide mediated by a loss of self-re- 
spect, a loss of control over one's life, 
and a loss of will to live in such anxious 
E circumstances," according to a 1983 
study. 

Many more Asian-American immi- 
.| grants have simply failed to improve 
| their positions in life and are stuck in 
| poverty. Or in the case of many profes- 
| | sionals who had successful careers in 
. their homelands but could not get 
| | licensedein the US, they have had to 

| abandon their professions. Collectively, 
| these downwardly mobile immigrants 
belie the image of Asian- Americans asa 
pu successful “model minority.” 

William Liu, a sociologist who di- 
` rects the Pacific-Asian American Men- 
tal Health Research Centre at the Uni- 
verstiy of Illinois in Chicago, argues that 
the failures actually outnumber the suc- 
cess stories among Asian-Americans. 
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refugees were initially settled, welfare 
regulations require that an applicant he is 
been in the state three of the previot Si 
five years to qualify for a US$40-per- 
month dole. By contrast, California 
offers extensive educational services 
and support payments of up to US$1, 000 0 

Hence the second Hmong ekadi : 
which defied not only US policy, but 
also the vast expanse of the American. 


Hmong refugees in Thailand. Me 


continent and sheer plausibility. "d 
buses from the South, in ageing used | 
cars and rented trucks from Minnesota, - | 
Rhode Island, New York and Michigan, | 
the Hmong went west to farming towns. 
and small cities in central California: 
18,000 to Fresno, 7,500 to nearby 
Merced, nearly 5, 000 each to- Sac- 2 
ramento and Stockton, 6,000 to Chico, 
Modesto and Visalia. They knew that. 
the climate was milder there, the land - 
more fertile. Their leaders hoped that a 
more generous dole would speed thead- | 
justment to American life. Most impor- | 
tant, they knew they would be together - 
again. To the Hmong, who had never - 
known anything but tribal life, farming | 
— and war — in their native Laos, that 
made the valley a Promised Land. H 
The pancake-flat San Joaquin ۷ 
is a long way from the old hauets of the 
Hmong, which rise 4,000 ft above sea 
level in the mountains where Burma, 
Laos, Vietnam, Thailand and China's 
Yunnan province meet. The eastern 
flank of this high frontier is Laos’ Plain 
of Jars, site of some of the fiercest fight- 
ing in the Indochina War, and the birth- _ 
place of most Hmong refugees in the - 
US. The western flank is the Golden Y 
Triangle; in the Hmong fields of north- - 







۱ 


Ed. 5, | NL 3 : - ۱ T که‎ [rae 


per month fbr a family of six. 


By Frank Viviano in Fresno, California 
| [Wang Leng Vang re- 
members the muddy 
brown sweep of the 
Mississippi River at 
Memphis, the suburbs 
T ۳ Jm of Little Rock, Ar- 
|e | kansas, and the great 
LEAL SS WE sprawl of Oklahoma 
City. Beyond that, he says, he was too 
tired to notice details, and too dis- 
tracted to care. As Oklahoma faded 
into the Texas Panhandle, and Texas 
into New Mexico's desert, the land- 
scape dissolved into a monotonous blur 
framing the hood of his 1975 Olds- 
mobile on US. 

Day and night, stopping only for pet- 
rol and a few hours' sleep, Vang kept his 
mind on one thing. Several hundred 
miles south on Interstate 10, his wife 
Xia Xiong and 25 members of their clan 
were aboard a bus bound for the west. 
None of them spoke English. They had 
three transfers to make en route. He 
had worried about those transfers ever 
since he dropped his people off, five at a 
time, at the Mobile, Alabama bus sta- 
tion, before driving alone to Tennessee 
to pick up his brother. A neighbour 
back in Alabama had assured him that 
Interstate 40 led directly to the same de- 
stination as Interstate 10: California. 

On their respective highways, the 
Vangs were headed for the San Joaquin 
Valley, a place that had scarcely heard 
of the Hmong in mid-1981 — and cer- 
tainly never expected to be home to 
25,000 of its members 18 months later, 
and 40,000 by 1986. Those numbers re- 
cord what might be called the “second 
American exodus of the Hmong,” a 
self-directed migration across the US 
that has left refugee resettlement offi- 
cials baffled and embarrassed. 

The Hmong's first US exodus, which 
was overseen by some of those same of- 
ficials, had dispersed the tribe's 12 tradi- 
tional clans all over the country, placing 
small groups in 53 different cities and 25 
different states. “We sent them wher- 
ever a church group or local community 
would agree to sponsor a family," ex- 
plains one US official, who now con- 
cedes that the policy was a colossal mis- 
take. The resettlement plan, he says, 
ran up against the Hmongs' tribal in- 
stincts, and put thousands of them in 
northern states where they found the 
climate uninhabitable. It landed many 
others in the deep South, where there 
was virtually no English-language in- 
struction, job training or public help. 

American social-welfare disburse- 
ments are a state prerogative, and vary 
considerably. In Arkansas, for exam- 
ple, where ur, 000 Southeast Asian 
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among doctors and other professionals 
trained in the US, there are many who 
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will never match the income of their 


non-Asian peers. 

The image of Asiang as hardworking 
and obedient has hurt them in some re- 
spects. Sought out for the most meticul- 
ous and mindless assemblyline work at 
computer plants in Silicon Valley and 
elsewhere, Asian-Americans have be- 
come what Jim Tso, president of the Or- 
ganisation of Chinese Americans of North- 
ern Virginia, calls “high-tech coolies." 

Of course, with a group as diverse as 
Asian- Americans, generalisations 
about failure are as fraught with excep- 
tions as the sweeping pronouncements 
about success. Many Asian-American 
professionals — particulary those with 
skills such as engineering that are easily 
transferable from one culture to 
another — are doing very well in the 
US. In fact, many of those who have suf- 
fered career setbacks are succeeding, by 
most measures. Park, the Korean 
physics teacher turned hamburger ven- 
dor, for example, has a bustling enter- 
prise now nearing its 10th anniversary. 

Park and other well-educated and 
ambitious immigrants have the basic 
skills to succeed in any number of fields. 
They also have something else that the 
beleaguered refugees lack — hope that 
comes from having chosen a new land, if 
not for themselves than at least for their 
children. And their children seem to be 
assimilating well. Goaded by parents 
who have known the rewards of hard 
work, Asian-American children are ex- 
celling in schools, already having sur- 
passed all other ethnic groups in math 
and science. 

Ironically, the native-born’ genera- 
tions of Asian-Americans, by integrat- 
ing into the society that was alien to 
their parents, may finish off once and 
for all the saga of the model minority. 

“The breakdown in parental control 
usually begins when the children learn 
English,” says Gray, describing the 
steps towards delinquency among Viet- 
namese youth. “The parents depend on 
them to communicate with the outside 
world. They see that their parents can't 
take care of themselves, and lose re- 
spect, and drift off on their own.” 

Even among the majority of respect- 
able, law-abiding Asian-American 
youth, Americanisation means a wan- 
ing of parental authority, which in turn, 
is linked to slipping educational per- 
formance. Barbara Schneider, a profes- 
sor of education at Northwestern Uni- 
versity in Chicago, who studied Asian- 
Americans in two Chicago-area high 
schools, said the highest level of 
academic performance came in the first 
and second generations. By the third 
generation, the Asian-Americans were 
more interested in courtship and cars 
than in school. No longer a model 
minority, they had become just average 
Americans, 


IN ECONOMIC REVIEW 16 OCTOBER 1986 









estan > x ۲ PES TV TNNT T 4! } ۳ سس‎ ۳ 
] ME - 34 5: “f = 3 AR 0 * " + تم‎ zn 3 y " "e ۰ 4 P 
` ern Thai and p oppies grow, half- neart- 


| edly hidden by the farmers behind rows.-| 


X. A ویک‎ ds ۳ x K ۲ us ۳۹ ۱ na S a id ین شا‎ E ^ Jn (q (9 = Ss o> 
i depression-related disease that has | sigt shamec 
UD o4 or Sa. ages 3۳ ار‎ a L. C DUE si ۳ 
| seen scores of Hmong men die in their 


VAI ارت زج وه‎ v die seo f JEU" 
1 JECAL SC ney A F: 
"۹ | ۳۳۰۹ * ۳4 











| 

=" 
7] 
$ i 


١ 
Ll 


Fresno, about 300 km southeast of 
San Francisco, is the seat of a county 
that leads the entire US in farming out- 
put. But of the estimated 18,000 Hmong 
in Fresno, less fhan 150 families are till- 
ing the earth. Working two-to-five acre 
plots on the city outskirts with hand 
tools, they raise Asian vegetables for a 
handful of Hmong groceries, and cherry 
tomatoes, strawberries and snow peas 
for the general market. 


hat set the Hmong on the road to 
a place like Fresno was the so-call- 
ed “secret war in Laos," a chapter in the 
Indochina. War that Washington re- 
fused to acknowledge openly until 1979 
— though it involved thousands of sat- 
uration bombing raids, lasted 18 years, 
and produced casualties among the 
Hmong 10 times as high as those suf- 
fered by US forces in neighbouring Viet- 
nam. Thousands of Hmong served in 
the CIA-funded, anti-communist armé 
clandestine of Hmong Gen. Vang Pac 
who now commutes between residences 
in suburban Los Angeles and the state 
of Montana. A decade after the fall of 
Vientiane, Vang still talks of forming an 
invasion force to retake Laos, and occa- 
sional reports surface of Vang-allied 
Hmong offering to help train Nicara- 
guan Contras. But the general's ac- 
tive support in the tribe has dwindled. 
The opposition to Vang's plans 
stems in large part from the legacy of the 
"Promise." Almost all Hmong use that 
precise phrase to describe the basis of 
their wartime arrangement with the US. 


scant 3,000 of the Hmong, educated 
leaders like Moua or high-ranking offic- 
ers of Vang Pao's army, has been air- 
lifted to the US from Thailand in 1975. 
Then, in 1979, the Carter administra- 
tion began transferring the bulk of the 
Hmong refugees from the Thai camps to 
the US, and in short order, the west. 
ward exodus was under way. In July 
1980 the Hmong in Merced and Fresno 
could still be counted in the low hun- 
dreds; by July 1983 there were more 
than 20,000. 

It is a sensitive issue, the question of 
who “orchestrated” the second migra- 
tion of the Hmong. Technically, no one 
did. But word of the valley's pos- 
sibilities somehow made its way east, 
south and north, and when Hmong 
rental trucks and decrepit automobiles 
pulled into the central California towns, 
Hmong tribal leaders like Moua were 
waiting for them. 

Moua worked 20-hour days during 
the great Hmong exodus. With money 
from the Roman Catholic Church, he 
established and ran a newcomer service; 
with federal money, he founded a 
Merced branch of the Lao family com- 
munity and became its project director. 
He gave speeches, wrote grant propo- 
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sleep: a high suicide rate, and violent as- 
saults by Blacks and Hispanics who re- 
gard the refugees as rivals for shrinking 
public-assistance funds. 

On the sidewalk of North Fulton 
Street, where the Lao Family of Fresno 
is located, two middle-aged Hmong 
men crouch, gazing listlessly into the 
distance; at the approach of a passerby, 
they look up briefly, thee away. Their 
wives are inside, waiting to discuss a 
problem with Vang. It will be an hour, 
perhaps two, before their turn comes up 
in the packed office. Crowds like this 
are an unusual sight, for the most strik- 
ing aspect of the 18,000-strong Hmong 
community in this city of a quarter mil- 
lion is its near-invisibility. 

Concentrated in box-like, airless 
low-income housing projects below 
East Olive Avenue, Fresno's wrong side 
of the tracks, Hmong Fresnans are 
known to remain indoors for weeks at a 
stretch. In public, children are more evi- 
dent than adults, and mothers more 
than fathers. The older Hmong, say ref- 
ugee workers, are afraid of the streets, 
but younger Hmong men stay out of 


fulness, its sequel today has the makings 5 ۲ 





Lao in the old country. 





Although he had not been a farmer 
in Laos, it was Moua, as much as any- 
body, who had set about creating a 
Hmong agricultural future in the US. 
For months after his arrival in Virginia, 
he pored over geography books in the 
Richmond library, searching for infor- 
mation on climate, soil conditions and 
crop yields. He sent his brother, who 
had been settled near Los Angeles, on 
scouting missions to rural California, 
where the books described exactly the 
kind of land Moua was seeking. In 
March 1976 his brother telephoned: 
“The San Joaquin Valley is the place." 
In April, Moua was on the road to 
Merced with his wife Palee, their three 
small daughters and two friends. 

In those years, the hill-tribesmen 
were a minor curiosity in the valley; a 





| of tobacco plants. Opium has been the: 


was part of the tiny Hmong intelligent- 





| tribe'schief cash crop for a century. 

| So isolated was their world before 
1960 that many Hmong had only the 
dimmest notion of who the Thais, Viet- 
namese and Burmese were, much less 
| the Americans. Their primary outside 
| contacts were with Chinese opium deal- 
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| ers from the lowlands. Their immediate 
neighbours were other hill-tribesmen, 
notably the Mien, who like the Hmong, 
are now among California's half million 
_ Indochinese refugees, primitive slash- 
and-burn farmers transported to the 
. fringes of the Silicon Valley. “The Mien 
. people are still living in ‘B.C.’ times,” 
says Seng Lee, a Hmong leader in 
Merced. “We Hmong are just a little 
ahead of them. Or maybe we are not.” 

. . Sitting in the office of Tong Vang, a 
_ key leader of Fresno's largest Hmong 
. clan, a visitor is tempted to conclude 
| that Lee is wrong. Vang, the executive 
| director of the Lao Family Community 
_ |. of Fresno, Inc., a social-service agency, 
| looks every inch the contemporary 
| bureaucrat in his aviator glasses and 
- | neatly pressed business suit. There is an 
| autographed photo of Ronald Reagan 
` onthe shelf behind his desk, and outside 
. the door, a wall calendar adorned with 
— | Choua Yang, Miss Hmong 1985. 

| But the grimmest nightmares of 
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= | 1981-85 Hmong trek to the Pacific 
. | Coast is a triumph of human resource- 


` | ofatragedy: up to 90% unemployment; 
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.| One Hmong 
| g it 


Although the great 
۱ Hmong  exodus 0 
| California was not un- 
der way in earnest until 
~ 1982, its impulse dates 
| „ | back to the decade 
yew ding | efore. On a Tuesday 
| DS CAE ILS morning in April 1976 
. | Dang Moua was in Richmond, Virginia, 
E picking up his American driver's li- 
i . cence. That afternoon, he left for the 
. | San Joaquin Valley. 

3 In more than one sense, Moua was a 
. | pioneer. He had been among the first of 
. | the Hmpng to arrive in the US, flown to 
| Virginia in the winter of 1975, and 
` | placed in a warehouseman's job at a 
ichmond newspaper company. Moua 
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.| sia, an educated son of a clan elder. He 
` | had worked in Asia for the US Agency 
| for International Development; his uncle, 
` | a prominent politician, was assassinated 
by the Pathet Lao in Xieng Khuoang, the 


capital of the Plain of Jars region. 


Ee | 








* The biggest bucks Es 
but the fewest votes E 


five politicians of Chinese descent for 3 
city-wide posts: one judge and four edu- ۱ 
cational officials. 3 
Despite such dismal statistics, 
Chinese power in San Francisco politics ۱ 
— even a Chinese mayor — lies righ iz 
around the corner, says Julie Tan hu 
sident of the°Community College Board 7 
and a  Hongkong-raised attorney. 
"We're on the cusp of an era of full inte- 
gration into the political mainstream,” 
she says. The only candidate of Asian | 
descent ever to finish first in two succes- 
sive elections here, the 36-year-old - 
Tang represents a tough new generation 
of politicians, mostly foreign-born, who © 
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tion come true. 

Their growing clout revolves around | 
a handful of political clubs and lobbying - 
organisations, led by the Chinese Ame- - 
rican Democratic Club (CADC), a lib- | 
eral affiliate of the national Democratic P 
Party. Other key power centres include / 
Chinese for Affirmative Action (CAA), - 
a planning base for the younger genera- - 





tion of Asian political players, and the — 


Bay Area Committee, a high-powered, | 
non-partisan fund-raising body. Der, — 
37, is the director of CAA. Tangs 
candidacy for the College Board was a 
product of CADC election strategy. 1 

In recent years, such organisations — j 
have won pitched battles with City Hall — 
over municipal contract and land deve- - 
lopment issues, and with major univer- — 
sities over admissions policies. Asian - 
political pressure has also brought sev- 1 
eral appointments to government com- 1 
missions. 

But as Der puts it: “The elections 
scene hasn't followed the demographics M 


yet to a dominant Asian environment, 


and the politicians know it." Part of the oe 
problem, he concedes, lies with Asians. . 
A few highly publicised gains have rein- 4 
forced an illusion that Asians fare better | 
politically through a Hongkong-style s 
"sidedoor strategy,” emphasising — 
bureaucratic influence, than they would : 
with outright elective office. The idea is j 
that campaign support will put non- 
Asian “friends” in City Hall, and insure — 
access to key civil-service posts. » 
The reality is something else. “Eco- | 
nomic power is supposed to bring politi- 
cal power in this country," says Shang- — 
hai-born Municipal Judge Lillian Sing, 
44, the only Asian ever elected to the 
bench in San Francisco. “Asians are giv- 
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— we rank only behind American Jews 
in financial support for the Democratic 
Party. But as far asa return goes, the re- 
sults are minimal." 

Contrary to a widely held notion in 
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are pushing hard to make that predic- 


| ing plenty of money to candidates now 


By Frank Viviano in San Francisco 


] By most measures, 
| Asians have written 
| the brightest chapter 
| in the annals of Ame- 
| rican immigration. As 
a ۳ recently as 1943, they 
IIT ome | were legally excluded 

AL 22 € from full US citizen- 
ship. Little more than a generation 
later, they boast the US’ highest propor- 
tion of college graduates and home 
owners, its highest average family in- 
come and its lowest unemployment rate. 

At the centre of this remarkable suc- 
cess story stand the Chinese of San 
Francisco, the largest single ethnic 
group in the de facto capital of Asian 
America. Since 1965, their share of the 
local population has been increasing at 
the rate of 70% per decade. Although 
many remain in the narrow confines of 
Chinatown, thousands of others have 


Chinatown bank: financial clout. 


CORKY LEE 





ridden a floodtide of university degrees 
to the middle-class neighbourhoods that 
stretch across the western half of the 
city. An estimated 10,000 engineers of 
Asian descent, primarily Chinese, now 
work in the nearby Silicon Valley. 
"What has evolved in the last 10-15 
years," notes Henry Der, a prominent 
community spokesman, “is that Chinese 
Americans in San Francisco have come 
to feel almost anything is possible." 
Anything, it appears, except a voice 
in their city's politics. The Chinese of 
San Francisco have never fielded a seri- 
ous candidate for mayor, much less 
elected one. They have never sent a 
single representative to a full term on 
the city's governing Board of Super- 
visors. In 40 years of annual municipal 
elections, voters have chosen a total of 





"Promis T m yr per. 
‘sonnel had given them if they fought 
with the Americans,” note the authors 
of a recent US Government document 
‘on the Hmong. The terns of the “Prom- 
ise” were quite clearly explained, insists 
one Hmong veteran, echoing the com- 
mon understanding: “The’Americans in 
Laos had an agreement, a contract with 
us: "You help us fight for your country, 
and if you can't win, we will take you 
with us and we will help you live". 

Although “there are several versions 
of the ‘Promise,’ there can be no doubt 
that assurances were made to support 
the Hmong during the war, and to pro- 
vide assistance in the event Laos was 
lost to the communists,” concedes the 
US Government study. 

Caught between a Wattle system 
that maintains them without dignity, 
and an economy that is centuries ahead 
of their skills, many Hmong say that the 
"Promise" has not been kept. 

They have good reason to believe 
that American delivery on the contract 
has not been commensurate with their 
own. Although the figures measuring 
the Hmong experience in the “secret 
war" are speculative at best, the most 
dependable estimates, supplied by 

Lutheran missionaries who retain 
sources in Vientiane, suggest that less 
than 200,000 Hmong remain in Laos 
today. Perhaps 70,000 have been reset- 
tled, primarily in the US and France, 
and 30,000 are still awaiting transfer out 
of Thailand. That leaves 200,000 


Hmong, fully 40% of their pre-war 
population in Laos, unaccounted. p 





sals, located housing and canvassed for 
jobs. And in 1983, he resigned. 

His face creased and weathered from 
the dry heat of the San Joaquin sum- 
(mer, Moua looked tired as he told his 
story to the REVIEW in the mid-after- 
noon of an August day. At 5 a.m. he had 
risen to feed 650 animals, while Palee 
made breakfast for their children, who 
now number five, and headed to her 
current job as a nutritional aide. 

Moua is not the Hmong kind of farm- 
er, working common fields with other 
members of his clan. He is an American 
farmer, struggling alone. An indi- 
vidualist. An entrepreneur. He has de- 
liberately moved away from the forms 
of tribal society, and that knowledge 
weighs on him. “I didn't resign from my 
administrative posts because I wanted 
to end my duty to my people," he says. 
“But I got tired of fighting for charity 
money every year. If you don't have 
your own job and money in America, 
people don't take you seriously. They 
won't even talk to you. If I couldn't sell 
myself — couldn't prove that I could be 
a success in American terms — the 
county and the state government will 
never take any of the Hmong seri- 
ously.” — Frank Viviano 
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| dated Benevolent Association, better 


known as the Six Companies, a power- 
ful organisation of family and district as- 
sociations, founded by San Francisco 
Cantonese merchants in 1854. For many 
years. City, Hall's “Chinatown policy" 
had essentially, translated into working 
with. the Companies, letting them set 
the agenda;for. the Asian community 
and define its priorities. In addition to 
excludingithe young activists, this policy 
ignored. thousands of new, non-Can- 
tonese immigrants who were responsi- 
ble for Asian San Francisco's dizzying 
expansiom: in, the 1970s. Worse yet, it 
perpetuated, a basic weakness in the 
Chinese power structure. 

The chairmanship of the San Fran- 
cisco Six Companies, which ought to be 
the most visible leadership post in Asian 
America, rotates by month and year 
on a fantastically complex district-and- 
family scheme that makes it hard for 
everyone but the chairman himself te 
know whois chairman. 

"Let's.say," explains one insider, 
"that it's the monthly turn of the Ning 
Yung District Association to hold of- 
fice. The next thing the Six Companies 
must do is to go down the list of the Ning 
Yung villages, until they reach the fami- 


Chinatown: potentially influential. 


elected to office in small, pre- 
dominantly Asian towns, such as Mon- 
terey Park and Gardena in the Los 
Angeles suburbs. But those who have 
ascended to more prominent politi- 
cal offices, including former senator 
S. 1. Hayakawa and current Congress- 
men Robert Matsui and Norman Mine- 
ta, have succeeded by appealing to 
broad-based, multi-ethnic constituen- 
cies. 

Woo does not intend to forget that 
lesson. To be sure, downplaying his 
Chinese heritage will not entail much of 
a sacrifice. A 34-year-old Berkeley- 
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T hese ironies could scarcely be missed 
by the aggressive neWcomers who 


turned up during the late 1960s in the | 


crowded neighbourhood Cantonese call 
dai fong, the big city. Almost im- 
mediately, they were a source of fric- 
tion. Young people like Sing and Tang 
were not just “pushy women" and “for- 
eigners" — terms that old-timers often 
used to describe them — they were re- 
garded as radicals, disloyal Chinese who 
openly espoused the normalisation of 
US-China relations. and took to the 
streets to dramatise their demands for 
better housing and educational oppor- 
tunities in Chinatown. 

"The establishment found us pretty 
threatening," Sing remembers. "The 
old institutions worked on the notion 
that you just didn't reveal the Chinese 
community's problems to the outside 
world. Our activism gave us a reputa- 
tion for making trouble." 


| An Asian-American 
politician has arrived 


10% of the population by 2000, projec- 
tions/ indicate. Prominent business and 
community leaders in California's 
Asian communities have long been 
generous financial backers of political 
campaigns at the local, state and na- 
tional levels. But Asian-Americans 
have actually turned out to vote in such 
low numbers that their direct influence 
on politics has been negligible to date. 
Even among Japanese-Americans, 
most of whom have been here for two or 
more generations and are very well off, 
only 4376 of adults in Los Angeles are 
registered to vote, according to a 
study released in March by UCLA Prof. 
Don Nakanishi. The survey found that 
other Asian immigrant groups partici- 
pated in elections in progressively lower 
numbers, down to a mere 4.1% registra- 
tion rate among vote-eligible Vietnam- 
ese. 
The studies reflect growing interest 
in a burgeoning bloc of potential voters 
that has still gone largely untapped. 
And the results confirm the lesson 
learned by Woo — and by other Asian- 
Americans who preceded him into poli- 
tics — that catering primarily to Asian 
voters cannot be expected to carry one 
very far. Japanese and Chinese politi- 
cians who have remained closely tied to 
their ethnic communities have been 
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Filipino administrators, a March 1986 
. study by Der's group found very few 
Asian faces in the corridors of decisive 
| power. Of 42 major city departments, 
only one, the Community College, is 
headed by a Chinese-American. Of a 
total of 61 city departments, just five 
have an Asian second-in-command. 
` Moreover, the municipal commissions 
X that matter — fire, airport, planning — 
| are also lacking in Asian members. 
. The political ambivalence of Asian 
San Francisco is by no means a new 
phenomenon; its origins *ie in the ex- 
| perience of the city's pioneer generation 
of Cantonese immigrants more than a 
century ago. Raised in the chaos of the 
| Opium War and the Taiping Rebellion, 
. many carried an abiding fear of local po- 
. litical engagement with them to Califor- 
nia (though the distance from China 
. seemed to increase their interest in 
. developments back home). Race riots. 
. lynchings and discriminatory practices 
in the West only reinforced their wari- 
ness; it was not until World War II that 
the US' Oriental Exclusion laws were 
_ lifted, finally granting full citizenship to 
residents of Chinese origin. 
_ Twenty years later, when further 
legislative reforms opened the doors to 
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۱ Earlier this year 
B و‎ Michael Woo became 
E the first Asian-A meri- 
can city councilman in 
the history of Los 
| Angeles. Far from sig- 

d ۱ | nalling the emergence 
| BEN LL ZZ E of a powerful new vot- 
| ing bloc, however, the election ironi- 
| cally illustrated the continuing shortage 
| of political clout among Asian ethnic 
| groups. Woo won in a district that is less 
| than 5% Asian-American. And he attri- 
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T | buted his victory in part to his success in 
| avoiding being linked too closely with 
| his Chinese roots. 

| During a previous run for the dis- 
| trict’s council seat, Woo was beaten 
.| when the incumbent successfully tagged 
| him as a tool of “Chinatown bankers." a 
| bald allusion to his father, who largely 
۱ financed his campaign. The second time 
| - around, eWoo made sure his opponent 
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(| could not pin him down again. He 


. racked up endorsements from an array 


$ 
f 
ui of groups ranging from the Hispanic 
| . Caucus to the Alliance of Gay & Les- 
| bian Artists, and won by a surprisingly 
.| comfortable margin. 

| Asian-Americans accounted for 
| 6.7% of California's population in 1980, 
| and as the fastest-growing immigrant 
group, they will make up more than 
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Kirk suddenly announced the disband- 
ment of the party's Asian-Pacific | 
Caucus, in a move to reduce friction be- - 
tween special interest groups. As Hsieh | 
explains it, he retained his seat on the - 
national executive committee of the | 
party afterward, the only one held by an | 
Asian, to limit the damage. “The impor- 
tant thing was to keep an Asian voice in | 
the leadership," he says. 1 

As his critics saw it, however, the © 
caucus flap demonstrated how little the — 
national party cared, and proved that | 
the only gugrantee of Asian political — 
rights lay in a local, independent, 3 
Asian-run strategy. ^ 
Kirk," said one insider, "has definitely 
cost Tom Hsieh many votes.’ 

As it happens, Hsieh’s cost was de- . : 
ferred by the mayor, who appointed | 
Hsieh to a vacancy on the Board of | 
Supervisors opened by the death of a 
City Hall elder. Hsieh's inherited seat | 
will not be contested until 1987. This | 
November, though, Hsieh's MO 
rival, Tang, has entered the race for a- 
seat on the board. Perhaps there is a - 
chance of ending the Asian electoral | 
jinx in San Francisco, but further divi- — 
sion among the Asian activists seems | 
just as likely. u 
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highly successful enterprise. He later — 
helped found the Cathay Bank in Los | | 
Angeles’ Chinatown. 

Wilbur Woo was a top fundraiser in 
the Chinese community for Richard | 
Nixon during his presidential re-elec- | 
tion campaign. Nixon had been a politi- — 
cal hero for the first two generations of 
Los Angeles Woos since the 1950s when . 
the then senator from California helped | 
Wilbur's mother win an exemption from . 
immigration quotas. | 

Woo's election to the 15-member - 
City Council of the second largest cityin | 
the US has put him in a potentially in- | 
fluential position. As the leading politi- 
cian from Southern California's bur- | 
geoning Asian-American community, — 
Woo will wield influence with other | | 
politicians out of proportion to his. 
status as a freshman city councilman. 
Even before he was elected to his first 
political seat, Woo garnered endorse- 
ments from high-powered politicians of 
curlously varied political hues. | 

During ۰ the campaign, Alan | 
Cranston, California's veteran senator, | 
who this year is locked in a tough race | 
for re-election, passed throughghe 13th | 
district, stood next to Woo in front of | 
TV cameras, and heaped praise on the | 
fledgeling politician. At the same time, | 
Mike Antonovich, a Los Angeles 
County supervisor then in contention 
for the Republican nomination to chal- 
lenge Cranston, also endorsed the lib- 
eral Woo. Antonovich is the staunchest 
conservative in Los Angeles politics. 

— Mark Thompson 
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has given way to a Chinatown so diverse 
and contentious that it can reach agree- 
ment on nothing, especially a candi- 
date. “In the past decade people have 
come to this community from all over 
the place, from Vietnam, Laos and 
Cambodia, from China, Hongkong and 
Taiwan," says Der. "There's no way a 
single organisation can claim to speak 
for Chinese $an Francisco anymore. 


i + new dilemma is best illustrated by 
the brouhaha surrounding Thomas 


Hsieh, 55, a wealthy Peking-born ar- 


chitect and former police commis- 
sioner. Put in its simplest terms, the 
conflict between Hsieh and his critics, 
centred in the CADC, is over political 
tactics. The CADC faction has concen- 
trated on building a formidable local 
base, sometimes at the expense of rela- 
tions with Mayor Dianne Feinstein's 
ruling clique of the Democratic Party, 
while Hsieh regards influence with the 
party chieftains as a crucial guarantor of 
Asian participation. He is one of the 
leading party fund-raisers in California, 
responsible for six-figure donations to 
the Democratic candidates in each of 
the last two presidential elections. 

The split between Hsieh and the 


and he personally negotiated with the 
movie's distributor for a printed mes- 
sage to run at the start, declaring that 
the film “does not intend to demean or 


ignore the many positive features Of 


Asian-Americans." This year, he is 
heading a coalition of 40 groups in a 
drive to reverse apathy towards voting 
among Asian-Americans. Stewart 
Kwoh, director of the Asian-Pacific 
American Legal Centre, who is the 
chief organiser of the voter-registration 
campaign, expects it to add as many 
as 25,000 Asian and Pacific voters to 
the rolls in Los Angeles by early next 
year. 

If successful, the drive could help 
pave the way into office for the next 
generation of Asian-Americen politi- 
cians, and it could also help boost Woo's 
career, though he says he is not cur- 
rently aiming for higher office. Beyond 
the political benefits, success for Woo in 
helping to politicise Asian-Americans 
would complete his grandfather's odys- 
sey and his father's dream. 

Woo's paternal grandfather, David, 
came to California as a young man 
around the turn of the century and be- 
came a successful businessman, running 
his own produce delivery firm. His poli- 
tical life, however, remained confined 
to China, where he lived off and on, 
raised funds for Sun Yat-sen, and held 
various government posts, including 
city treasurer of Canton. Woo's father, 
Wilbur, who shuttled between Califor- 
nia and China during his youth, turned 
the family produce business into a 
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it’s conceivable that it could take 24, 
maybe even 36 years, before your parti- 
cular name, in your particular village, 
comes up again. If you are ambitious, 
politically ambitious, i$ simply can't be 
your base." 

For the more radical Chinatown ac- 
tivists of the 1960s, especially the non- 
Cantonese, membership in the Six 
Companies was not possible. For mod- 
erates, it was not desirable. Sing and 
four others founded CAA. A group of 
young turks effectively seized control of 
the old-line CADC, which evolved into 
an operational headquarters for their 
organising. A splinter group formed the 
Chinese American Political Associa- 
tion. And in a community that had al- 
ways been solidly, if silently, committed 
to the Democratic Party, two rival Re- 
publican Party clubs also emerged. 

To be sure, the activism of these 
groups has wrought a social and econo- 
mic revolution. In 1965, 75% of San 
Francisco’s Chinese still lived within 
walking distance of Chinatown, and 
worked primarily in restaurants and 
laundries. In 1986, they are the core of 
the city’s professional class, and a do- 
minant presence in the student bodies of 
nearby Stanford and Berkeley. 
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Woo: first of anew wave? 





educated, third-generation Californian, 
Woo does not speak Chinese, has been 
to Taiwan but not to China, and owes a 
bigger political debt to his mentor and 
former employer David Roberti, an Ita- 
lian-American state senate leader, than 
to anyone else, with the possible excep- 
tion of his father. But Woo, as the most 
prominent Asian- American in South- 
ern California politics, has not been 
able to completely resist the ethnic man- 
tle either. 

Last year, he led the protests over 
Year of the Dragon, a film highlighting 
corruption and violence in Chinatown, 
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Brave new world. — 


knowledge — they are just a logical ex- 
tension of what is known. The same 
applies to the giant shield of ice that pro- 
tects the spaceship from interstellar dust 
and gas and the escalator which lifts 
blocks of ice above the planet to repair 
It. 

In fact, the gadgetry is more interest- 
ing than Clarke's Thalassan society. 
which has opted for the easy life on its 
Earth-like planet and made no notable 
cultural or scientific advances during its 
300-year history. Human interest 
centres around the relationship be- 
tween Loren Lorenson, a member ol 
the spaceship's crew, and Mirissa, the 
Strikingly attractive keeper ofl 
Thalassa’s historical and other archives. 
Shortly before Lorenson is due to de- 
part on Magellan, Mirissa conceives his 
child — and he leaves in the knowledge 
that when he awakes 300 years hence at 
his journey's end, both she and the! 
child will be long dead. 

How secure Thalassa's human oc- 
cupants will be by then is left open to 
question. Clarke introduces a hint of the 
dangers ahead by  populating the 
planet's seas with a breed of giant crus- 
taceans which are themselves showing 
every sign of intelligence. They pose nc 
immediate challenge to the Thalassans. 
but as they evolve this situation may 
change. Can two so radically different 
forms of intelligent life learn to co-exist 
or is confrontation inevitable? 

Because The Songs of Distant Earth 
is set in the distant future, for this reader 
at least, it lacks the dramatic impact ol 
other novels by Clarke which are set just 
over the horizon on Mars or the Moon 
or Titan. But the Grand Master of 
science fiction shows no signs of losing 
his touch. There is no doubt about it: 
when it comes to peering into the fu- 
ture, he peers better and more convinc- 
ingly than most. — Brian Jeffries 





destroy all life as it sweeps by. 

Man uses the 1,000-year 
grace period to ensure that the 
species at least has a fighting 
chance of surviving elsewhere in 
the Milky Way galaxy. Robot- 
controlled “seedships” are dis- 
patched to colonise scores of 
other planetary systems sur- 
rounding suns within 500 light 
years of Earth. Magellan, one of 
the seedships speeding to a dis- 
tant star, is forced to make an 
emergency stopover for repaits 
at Thalassa, a planet that has al- 
ready been colonised. 

This allows Clarke to weave a tale on 
two levels. First, the man who invented 
communications satellites can once 
again speculate on the type of technol- 
ogy that will make us wanderers among 
the stars. At the same time he can exer- 
cise his imagination on how a society 
might evolve on a colonised planet far 
from our own sun. 

In 200] — A Space Odyssey and its 
sequel 20/0, Clarke put most of his as- 
tronauts into hibernation during the 
two-year journey to Jupiter to probe the 
mysteries of the alien obelisk parked in 
orbit near the giant, gaseous planet. But 
for journeys hundreds of years long, 
and journeys in which entire societies 
must be transferred, obviously some- 
thing new is needed. 


| nstead of transporting people, Clarke 
initially elects to send human em- 
bryos. They head for the stars in robot- 
controlled spaceships. Once planetfall 
is made, it is the robots that rear 
the first generation of humans, who 
then produce their own heirs and col- 
onise the planet as happens on 
Thalassa. The  Thalassans' visitors, 
however, are not humans in embryo 
form, but a million representatives of 
the last generation to inhabit the solar 
system. 

Their escape has been made possible 
by the serendipitous development of the 
quantum drive, a form of propulsion 
that utilises the energies of space itself. 
This in turn banishes the need for 
spaceships to carry any form of fuel and 
allows them to be filled with people in 


- hibernation instead. 


All this, of course, requires the 
reader to suspend belief, as is the case 
with all good science fiction. But as 
Clarke points out in his introduction, 
none of the solutions he has adopted in 
any way contradict current scientific 
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| The Songs of Distant Earth by Arthur C. Clarke. Grafton, London. £9.95 
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| [f nuclear Armageddon does not inter- 
| Wvene, there is little doubt the 20th cen- 
| tury will be remembered for one over- 
| whelming achievement. It will be recall- 
| edasthe era in which mam first dipped a 
| tentative toe into space, and opened up 
| arealm so vast, so little known, but ap- 
| parently so open to our exploration that 
| we can only stand in awe as to where it 
| may lead us. 
| | We peer through a glass darkly, but 
| Sri Lankan-domiciled author Arthur C. 
a . Clarke, more than any other, has cap- 
| tured the excitement of our times. 
| Through his essays he has enlightened 
| millions on the explosion in our knowl- 
| edge of the universe and our insignifi- 
۱ . cant place in it. Through his science fic- 
| tion, he has captured glimpses of the fu- 
| ture that invariably both thrill and in- 
| spire. 
| At least two American astronauts 
| have acknowledged that it was the deli- 
| cious tingle of excitement they experi- 
. enced on first reading Clarke that pro- 
| vided the inspiration that eventually led 
` them to the US space programme. His 
| works have an equally avid following in 
| the Soviet Union, where he numbers 
cosmonauts among his friends. And 
| uf there are youngsters (some, doubtless, 
| future: astronauts) all over the world 
H. who after reading Clarke have dreams 
| in which they colonise Mars, find them- 
|. selves in orbit around Jupiter and van- 
| quish light years to reach planets sur- 
.| rounding suns far beyond our own solar 
| system. 
; Clarke’s strength is his.certainty that 
— | this is indeed the direction in which man 
— | isdestined to go, and except on the edge 
| ofthe unknown, he spins his tales firmly 
. within the known laws of the universe. 
: | In The Songs of Distant Earth he at- 
| tempts to come to grips with a central di- 
| lemma of all would-be space explorers: 
. that the distance even to the nearest 
` Stars is so vast that to reach planets sur- 
ti E! . rounding them would be the task of gen- 
= | erations and that at present there are no 
. forms of propulsion remotely capable of 
— doing the job. 

Early in the next century, though, 
` Earth is faced by a crisis that wonder- 
fully concentrates the best minds on 
4 E overcoming both hurdles. Scientists 
| discover that instead of continuing 
to burn steadily for the next 2 billion 
years, the sun will *go nova" 1,000 years 
hence. With its fuel spent, in its death 
throes it will stage a final giant explo- 
| sion, unleashing a deadly fireball on 

1 the rest of the solar system that will 
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OR 50 YEARS, Canon Inc's 
innovative spirit has seen us s 
pioneered several breakthroughs 
in the field of electronics. 
Our experience and expertise 
in the manufacture of cameras 
as well as optics and precision 
instruments have enabled us 
to venture into the field of 
photocopier technology with 


On make 
possible 








One of the major reasons 
for our success in the copier 
market is the fact that we 
recognise differences in 
consumer needs and we 
endeavour to satisfy those 
needs in every way. Our 
range of copiers is so wide 
you'll find a Canon to suit 
your office requirements. 





FC-5 Family Copier 

This ultra-compact copier js designed for home use. A cartridge 
containing the key components found in a copier makes the 
FC-5 virtually maintenance-free. This small wonder even comes 
with multiple stack feeder. 


PC-Series 


Canon pioneered the world's first commercial Personal Copier. 
This is a range of compact models for personal use. All the key 
image-reproduction components are put into a single user- 
replaceable PC cartridge. Today Canon lead in this sector and 
have even introduced such refinements as multi-feed, B4-size 
capability and reduction/enlargement ability in the PC range. 


NP-Series 


In 1968 Canon developed the world's first plain paper copying 
technology called the NP Copying System. Now Canon has 
extended the NP technology into every range of the market for 
low-, middle- and high-volume copying demand. 

The NP technology offers Automatic Exposure which produces 
high-quality copies with ideal density and clarity from virtually 
any original. Automatic Exposure (AE) control reads the density of 
the original and sets the copy exposure automatically. The results 
are always perfect. 

The mid- and high-volume NP-Series copiers can do duplexing, 
i.e. automatic two-sided copying. A feature that saves 
considerable paper cost. 











NP-3025 


Amorphous Silicon Photosensitive Drum 


This revolutionary drum, another Canon innovation, has higher 
sensitivity than any other existing drums and results in sharper, 
clearer details for every reproduction. This exclusive component 
is found in our high-volume copier systems, like the NP-7550, 
NP-8570 and the NP-9030. 


Laser technology 


Canon has heralded in a new age in photocopier technology by 
being the first to utilize digital image scanning and laser printing 
technology in the NP-9030. 

With digitalization, Canon has created a copier that's a doorway 
to future integration of all business machines, into company-wide 
image and data-processing communication and filing networks. 


The innovative spirit lives on 

Canon will continue to strive for perfection in every endeavour 
that we undertake. Making life easier for you and increasing 
office productivity. 
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The copier for the modern, 
progressive home 


^ copier in the home has now become a necessity. 
And the FC-5 Family Copier is the ideal copier for 
all your home copying needs. This amazingly small 
and compact marvel is virtually maintenance-free. 
The secret lies in the exclusive Canon all-in-one 
cartridge that contains all the key image-forming 
functions in a copier. When the toner runs out, 
for example, you just slip in a new cartridge! 

The FC-5 gives high quality copies on A-4 size paper. 
And you can use it anywhere in the home. 
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Small is more 


Small, slim and simple on the _ toner and an ultra-slim photosensitive 
outside, the Canon PC-30 = drum inside a cartridge that makes 
packs a load of features and this remarkable copier almost 
performance . maintenance-free. What's more, 
found in bigger dino there's zero warm-up time and 
copiers. It has the ai 3. its a very small consumer of 
world's first capsule —-—— power. 
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mpact impact 


The Canon NP2015 has 
more than meets the eye. 
Its stylish, compact design 
fits almost anywhere you 
need it most. It has less 
than a minute 


warm-up time, runs 15 A4-size copies 
per minute and can copy from a 
wide variety of originals, from.A6 — 


. A3 sizes and reproduce up 
to B4 size. 
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Into the future 
with Canon 


Canon herald in a new age in photocopying 
technology with the world's first laser 

copier, utilizing digital electronics. 

The NP-9030 promises to do for photocopying 
what the word processor did for typing. 

And the NP-8570 is tully automated, from 
start to finish. Running a remarkable 

70 copies per minute, this high-speed system 
copier can do automatic two-sided copying. 
Even automatic folding and stapling. 
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academic achievement is a necessary 
prerequisite for career success even at 
the blue-collar level, gangs offer secu- 
rity and identity for those who do noi 
make it in the highly competitiv 
scholastic system. And the pay is no 
bad either. A National Police M 













of the typical at 
US$14,000 a year, about the same as an 
average salaried worker. Yakuza who 
controlled the earnings of women, such. 
as pimps and club managers, rose 
dramatically to US$45,000 annually. — 

The upper levels of the syndicates 
are managed by a complex hierarchy o 
corporate officers and counsellors who” 
report to the oyabun, the godfather, the 
recipient of an annual flow of tribute 
that compares favourably with the 
biggest of big businesses. The oyabun of 
even a medium-rank syndicate might 
rake in US$400,000 a year. Kazuo 
Taoka, overlord of the Yamaguchi syn- 
dicate until his fatal heart attack in 1981, 
reaped more than US$2 million a year 
from his 12,000-man army in the 
bonanza years. 

Needless to say, much of this income 
goes unreported to the tax collectors. 
As the authors note, however, mobsters 
are not the only private citizens to- 
under-report their incomes. Ir a recent 
year tax authorities cited owners of pri= 
vate hospitals as the leading culprits in | 
hiding incomes. Next on the list camê | 
operators of pachinko parlors and loan 
companies, two occupations closely 
linked to the yakuza. “Not far behind 
were Buddhist monks,” write Kaplan 
and Dubro. 

Loan company operations are a good 
example of the yakuza shifting emphasis 
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Japanese cinema: anti-hero. 


Dolls to heart as the real 
thing rather than as comic 
parody. Yakuza affected 
crewcuts in the 1960s, the 
authors write, “and kept 
them for a longer time 
perhaps than anyone else 
in the world.” 

Finally, their wheels 
are a dead giveaway. 
Yakuza leaders have a 
taste for imported luxury 
cars, principally from De- 
troit. Few Japanese beside 
yakuza are customers for | — -. 
white Cadillacs and Conti- ۱8۰ — 
nentals. as 

The name yakuza is en- 
crusted with tradition and 
legend. It dates back 100 
years or more when high- 
minded but dispossessed 
samurai roamed the coun- 
tryside and undertook daring deeds on 
behalf of defenceless shopkeepers and 
peasants who were victimised by cruel 
tyrants. Some of these Japanese Robin 
Hoods — by no mean all of samurai 
stock — were given to gambling and in 
one of the games they played the worst 
possible hand in the deck was the se- 
quence 8-9-3 which can be pronounced 
yakuza. The name, therefore, was a 
synonym for “useless,” but yakuza now 
take pride in the unflattering label on 
the grounds that they harbour society's 
rejects and install in them a code of hon- 
our. 


here are about 98,000 yakuza at 

present, half the number of the peak 
years of the early 1960s. Police estimate 
that about 70% of the membership are 
burakumin, the traditional untoucha- 
bles. Although legal discrimination 
against this class ended more than a cen- 
tury ago, burakumin still live in segre- 
gated ghettos and suffer from the stigma 
of their “unclean” ancestry. Similar pre- 
judices and the chaotic conditions im- 
mediately after the war — when non-Ja- 
panese were treated leniently by Ameri- 
can Occupation officials and took con- 
trol of many black markets — encour- 
aged significant numbers of ethnic Ko- 
reans and Chinese to form their own 
yakuza gangs. The authors document 
the close connections between Korean 
yakuza and South Korean intelligence 
agencies and implicate the yakuza in the 
sensational 1973 abduction. from a 


Tokyo hotel of dissident leader Kim 
Dae Jung. 

Police statistics indicate that at least 
three out of four yakuza are school 
dropouts. In a society which insists that 


Old-fashioned gangs 


Yakuza: the explosive account of Japan’s underworld by David E. 
Kaplan and Alec Dubro. Addison-Wesley Publishers. US$18.95. 


apan’s organised crime syndicates, 

the yakuza, resemble the Mafia. 
Both thrive on extortion, the protection 
rackets and giving the public what it 
wants but is not supposed to have — 
gambling, prostitution, pornography 
and drugs. But comparisons to the 
Mafia are misleading. The yakuza regu- 
larly call press conferences to polish 
their public image. And travel to police 
headquarters annually to extend tradi- 
tional New Year's greetings to the au- 
thorities. And send out printed invita- 
tions to induction ceremonies. And 
cover their bodies with tattoos. And 
amputate their fingers as gestures of 
atonement — it is estimated that more 
than a third of Japanese professional 
_ gangsters are missing at least a part of 
one digit. 

It is not easy to imagine ‘Bugsy’ 
Siegel trumpeting the news of his or- 
ganisation in something called, let us 
say, La Cosa Nostra Gazette. Leading 
yakuza syndicates, however, regularly 
publish. their own magazines. The 
Yamaguchi-gumi Jiho ( Yamaguchi Syn- 
dicate News), the house organ of the 
Yamaguchi gang, is delivered monthly 
to the 10,000 bookies, swindlers, loan- 
sharks, pimps, drug-pushers and as- 
sorted thugs who belong to Japan's most 
celebrated postwar mob. 

A typical issue contains a message 
from the boss, greetings from important 
consiglieri, a section on legal advice, 
photos and announcements of initiation 
rites, jailings, prison releases, funerals 
and patriotic undertakings of the or- 
ganisation — there are few Japanese 
who exceed the yakuza in their devotion 
to the emperor. And of course no Ja- 
panese magazine is complete without a 
haiku corner. 

Investigative reporters Kaplan and 
Dubro have scoured archives and scho- 
larly literature, interviewed police offi- 
cials and managed an audience with the 
man currently regarded as the most 
powerful godfather, Kakuji Inagawa. 
The result is a superb study of Japan's 
underworld that is both entertaining 
and revealing. THé authors miss none of 
the colour and curious detail of the 
yakuza style, but at the same time go far 
beyond surface observations to place 
the gangs in a proper historical and cul- 
tural context, and to reveal where and 
how the gangs mesh with the legitimate 
world of business and politics. 

Ordinary citizens in this most law- 
abiding nation have little problem in 
recognising yakuza. The leer and swag- 
ger are trademarks. As is the penchant 
for dark pinstripe suits and white ties — 
the yakuza apparently took Guys and 
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f hen victims, relatives and con- 
۱۷ cerned citizens sought to make the 
company “properly accountable by 
bringing up such matters as victims 
compensation at Chisso’s general meet- 
ing they were met by squads of ۵ 





 musclemen. who: prevented protester 


from entering the meeting hall, shoutec 
down those who did enter. and badly 

dag nany “straight” people. 
ra fe tographer W. Eugenc 
Smith nearly lost an eve at their hand: 
but stayed on to. finish his: moving photc 
essay, Minamata. 

The relationship between the, police 
and yakuza baffles many foreign obser- 
vers. The police of course monite 
yakuza activities with great efficient 
and occasionally crack down in force, 
especially in recent years when gang 
wars have spilled over onto the 
streets. . 

Still, there is a prevailing cordiality 
and, as the authors write, police actions 

"often seem tailored toward dealing not 
with a menacing underworld but more 
with a somewhat guided loyal opposi- 
tion.” Bribery and collusion are only 
part of the answer. 

A more important explanation is 
that the police mirror Japanese society 
in general in their fondness for order. 
predictability and doing things accord- 
ing to the rules. Organised crime. to 
which some limits c an be set, is prefera- 






| ble to random crime. Drug trafficking i is 
, a good example. While hard drugs and 


marijuana — are rigidly controlled, 
SS are widely avail- 
| mber of speed" abusers 






e some i 
0] elping to keep the coun- 
try relatively dr 1 


Yakuza, like most Japanese institu- 


| tions, are undergoing a change — but 
change within traditiori. The authors re- 


late a story concerning the Inagawa 
gang whose godfather, Kakuji Inagawa, 

is determined to stamp out the practice 
of finger-cutting on the grounds, pre- 


+ sumably, that it is feudalistic and bad for 


the public image of his syndicate. Not 


long ago one of Inagawa's lieutenants 
| demanded dn 


one of the rank- and- file 





“humiliated dd i Bube Ae Renten in 






the only way he knew how: he cut 
off his finger and presented it to In- 
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i which it turned out had 
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held without serious questions being | 





















ing the private c ör aes S com 
pany executives. The company is then 
confronted and invited to pay hush 
money. Failure to do so would cause the 


press. 

Alternately, 
Services as strong- arm guards to guaran- 
tee that the stockholders’ meetings are 


asked from the floor. Disgruntled stock- 
holders seeking to air complaints at the 
meetings find themselves shouted down 
— Or beaten up — by the sokaiya. A 
sokaiya might "represent" several 
hundred companies and in return for 
payments ranging from US$20 to sev- 
eral thousand dollars, he helps his 
companies get threugh the potentially 
awkward annual meetings as rapidly as 


The ə yakuza akuza stereotype. 


possible. A 20-minute meeting, while 


not always achieved, is considered 
ideal. 

The image of the yakuza as honoura- 
ble outlaws, projected in scores of 
movies, is grounded in the credo that 
yakuza only operate in the shadows, on 
the fringes of legitimate society and do 
not bóther the katagi no shu, the 
"straight" people. A particularly dis- 
tasteful bit of evidence belying this 
cherished illusion of nobility was the 
role xof the sokaiya in the historic 


:| sokaiya to appear at the shareholders’: 
-meetings and make public their embar- | | 
tassing revelations in. the. presence of | ~ 


"the از‎ gen- | company officials, stockholders and the - 


ome 42,000 sarakin firms. Sarakin hie 
: ‘salaryman. financiers”. 
i “loan sharks” would be closer to the 


T: 
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recent reform legislation, they“‏ یرنه 


/ convincing potential consumers that | 


the sarakin i is based on far more than | 
s power to repeatedly punch a | 


in Japan — saving face." The cer- | 









ine 1 | S saving 
y ur times more of the ir incomes 

n their Western counterparts the na- 
n's mainstream financial institutions 
ive been slow to NE into. the 





| ave now, bay later : 
ration has grown increasingly con- 
umer-oriented and prone to buy on 
redit. The yakuza have moved into the 
acuum with ready cash offered through 


a 





‘rally means 


































here is one ch. thiei iatér est rates. 


in run as high as 73% annually. US 
inkers have tried to compete by offer- 
g interest rates in the 20% range and 


ey do not operate like the yakuza. 
Ne're trying | to convince consumers 
at we won't break your kneecaps if 
don't pay,” said the vice-president 
of Citibank’s operations. But the Japan- 
sse consumer continues to prefer the 
10-questions-asked policy of the sara- 


And, as the authors insist, the power 
threat of violence. "They fear the 


e nerve. on which so much de- 








of a noisy visit to one's home or 
is enough to compel most delin- 
t debtors to meet their payments. 
rakin have been known to express- 
1 “reminders” of money due to the 
lebtor' و‎ children care of their 
lementary schools. On one occasion 
hree sarakin charged into a wake and 
hreatened to disrupt the funeral unless 
‘the bereaved widower paid up. - | 


E: 


o avoid such public humiliation 
those who cannot meet the payment 
nedule are frequently. driven to 
uicide. The police blame about 11% of 
ie nation's total suicide cases on sara- 
ictics. An even larger number of 
| ningen johatsu or “evapo- 
| n" simply disappear after 
t bandoning family and work. 
Another type of yakuza entre- 
preneur who has invaded the economic 
‘establishment by capitalising on the 
acute Peers sense of. shame is. the 


: that corpo- 

















gives you another chance at the grand prize for 
every draw in which you are entered. You 
receive a "Confirmation of Entry" by return 
mail acknowledging your order and indicating 
the numbers you have selected as well as the 
draws in which they are entered. 


4ST PRIZE ۰ ۱ 
6 OUT OF 6 REG. NUMBERS 

2ND PRIZE 
5 OUT OF 6 PLUS BONUS 
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3RD PRIZE 
BOUT OFS 
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4 GUT OF 6 
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SOUTOF6 č h 
TOTAL m TOTAL PRIZE VALUE. 
* All prizes undi in Canadian dollars. ue 


ist, 2nd, 3rd, and 4th prizes are calculated on. à percentage 
the total prize pool. Sincethe prize pool fluctuates from dra: 
to draw, the size of the prizes will vary from the size of h 
prizes shown above. 


HOW DO ۱ KNOW WHEN | WIN? 


You will be notified immediately when you 
win a prize of $1,000.00 or more. Also, a 
complete list of all winning numbers will be 
sent to you after every tenth draw so that you 
can check along the way to see how you are 
doing. At the expiration of your subscription 
you will be sent a final statement of your 
winnings. All prize money will be converted to 
any currency your wish and confidentially 
forwarded to you anywhere in the world. 


So mail your order today—the next big 
winner could be you. 
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. WHAT IS LOTTO 6/49? 


un Lotto 6/49 is the official Canadian version of 
` Qtto—the world's most popular form of lottery. 
the lottery i in which you pick your own 
ibers and it's called “6/49” because you 
. Select any 6 of 49 possible numbers from 1 to 

49. Your numbers are entered in the Lotto 6/49 
computer system and if they match the six 
winning numbers chosen in the draw—you win 
` the grand prize. Or if you have only 3, 4 or 5 
numbers correct you win one of thousands of 
secondary prizes available. 





HOW CAN I PLAY? 


Complete the attached order form and send it 
to Canadian Overseas Marketing along with 
the necessary payment. Your numbers will 
automatically be entered for the specified 
length of time. You may select from 1 to 6 
games for 10, 26, or 52 weeks. Each game 
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ORDER TODAY! 
^ Mark six numbers on each game board 
. you wish to play. 





PICK YOUR PLAN — Check only one box below next to the 
option of your choice. ALL PRICES IN U.S. FUNDS 
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within the dómiestic system. At the sai 
time; an official “easy money" polic 
spurred in pürt by international pre 
sure on’ Japan to boost domestic d 
mand and imports, has fed this | liquidi 
pool -Monéy-supply growth is a 
celerating. Soürces within the BoJ ind 
cated to the REVIEW that there is som 
official concern over the sheer amour 
of funds in the system — and that som 
action to mop it might be necessary. 
On the other hand, if Japanese fina: 
cial institutions perceive the yen-e: 
change rate as having stabilised and rt 
Suite their role of eo ay current~ 


ina Hee e of Funds «aueh oa 
automatically drain liquidity and, som 
fear, cause a collapse in the stockmai 
ket. The enormous rise in the marke 
this year (REVIEW, 7 Aug.) has bee 
driven by liquidity rather than the earr 


| ings prospects of Japanese companies. 


An executive of one leading secur 
ties house noted that, *once the e» 
change rate stabilises, domestic institu 
tions will begin buying foreign securitie 
again and liquidity will be mopped ur 


more significant the statement by th 
MoF official to the REVIEW that th 
ministry is likely to review the Securitic 
and Exchange Act within a few yea 
with a view to "lowering" the barrie 
between banks and securities houses i i 
Japan. . 

Japanese banks have: already begi 
dealing in national and local bonds : 
traditional securities business — an 
securities houses have begun doing suc 
banking business as foreign-exchang 
dealing. *More business will be done o 
both sides and then certain bodies wi 
begin to review the law," the offici: 
noted. “My personal view is that ther 
would be no danger in scrapping Articl 
65. Competition would COMFIUUte to el 
ficiency.” : 


S urprisiuglj: too, this official; iod i 
very close to the finance minister 
suggested that Japanese depositors an 
investors should be prepared to shoul 
der *more of their own responsibility i ii 
the future and select financial institu 
tions — banks or securities houses — fo 
themselves." This contrasts sharpl. 
with the protective attitude which th 
MoF has traditionally adduced toward 








the public and which has justified th thi 


overlay of a dministrati: i 
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current-account . :surpfuses, fearing 
further losses on the exchange rate. In- 
stead, the Bank of Japan (BoJ, the cen- 
tral bank) has taken over the role and 
Japan's official foreign-exchange re- 


serves have shot up above US$40 billion 


by end-September. 
This switch by private investors has 
added to the surfeit of financial liquidity 


SURGE IN RESERVES 


Pus billion) (Gold ar and foreign exchange) 


1985 
Source: Ministry of Finance. 


Jepan may drop barriers between banks and securities houses 


to a maximum of 5% (a limit which is 
often flouted via special corporate 
structures), Article 65 aims to prevent 
the growth of monopolistic financial 
groups whose power and influence ex- 
tend beyond the financial sector and 
into industry and business at large — the 
Zaibatsu, in effect. 

Pressure to ease or even abolish Ar- 
ticle 65 has grown in Japan because of 
the fact that both Japanese banks and 
securities houses have been doing more 
of each others' kind of business in over- 
seas markets — and recently because 
subsidiaries of foreign banks have been 
handling securities business in Japan. 
These calis for further deregulation 
match those from US institutions for 
the abolition of Glass-Steagall, so that 
they likewise can be as free at home 
as they are abroad to match the com- 
petitive incursions of foreign institu- 
tions. 

Nevertheless, the politics of the situ- 


ation are sensitive on both sides of the - 


Pacific, and sweeping reforms have ap- 


peared unlikely. This makes all the 











s Japan struggles to come to terms | 


| 


| 
| 


latile and the yen continues to rise,’ 
e clamour from Japanese industry. 
nd, increasingly, from financial institu- 


3y Anthony Rowley in Tokyo 


AP" with the effects of a high-value yen, 

opinion within the country is sharply di- 
-vided over whether the strong exchange 
rate promises a ۳۷۱۲۱۷۵۵85 circle" of ris- 
ng efficiency and falling costs, or whe- 
her it calls for a return to fixed ex- 
hange rates. If exchange rates remain 





ns for a return to fixed rates will in- 
Tease. If rates stablise around the cur- 

t level (around X155:US$1) that 
could have profound implications 
r Japan' S finances as well as for the 
al economy. 
` Until the yen began to soar after the 
5 ministerial meeting in September 
ast year, the impact of Japan's huge 
urrent-account surpluses on the bal- 
ince of payments was compensated by 
heavy outflows of private-portfolio in- 
estments as well as by outward man- 
ufacturing investment. But, according 
to leading securities houses, private in- 
vestors in Japan — institutional as well 
as individual — are relinquishing to 
some extent their role of recycling the 





"he face of the Japanese financial 
` M system has changed considerably 
over the past few years under the impact | 
of financial liberalisation and deregula- | 
tion. But even bigger changes may be on 
the way. According to one senior offi- 
cial within the Ministry of Finance 
MoF), the long-standing separation of 
anking and securities business under 
Article" 65 of the Securities and Ex- 
change Act may disappear within a few 
1 Article: 65i is to Japan what the Glass- 
eagall Act is to the US: technically a 
:ans of separating underwriting busi- 
ss from lending, and of preventing fi- 
ncial institutions from: being exposed 
1 ders to, and equity investors in, 

mpany. But in Japan it is de- 
signed. uch to limit what one finan- 
cial bureaucrat in Tokyo described as 
the *overwhelming power of the Japan- 
ese banks over manufacturing, so as to 
protect the investor.” | 
. Like the Anti-Mo onopoly Law which 
mita holdings by banks and other fi- 
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i- Tt we ows ee رها‎ Uk 
ave conceded their ability ما‎ sur- - 
e at 160-170. Financial analysts in - 
Japan say that the manufacturing sector - 
can survive at ¥150 to the US dollar | 
— and maybe even ¥130. Even that - 
may have to be revised again given pre- _ 
dictions (outside Japan) that the yen - 
will rise to around 100 to the dollar oven 
the next few years. > 
A senior BoJ source acknowledged - 
to the REVIEW that “the call [in Japan] - 
for a fixed exchange rate is strong and © 
would get stronger were the dollar to — 
fall any further." But the consensus in — 

favour of floating rates was still intact, 
he added. Tht BoJ at least realises that — 
there is no practical alternative to float- | 
ing rates, even though the system has : 
“demerits.” Improved management of | 
the system through macroeconomic sur- | 
veillance among leading industrial pow- _ 
ers, rather than increased official inter- | 
vention in the foreign-exchange mar- | 
kets, is seen as the way to achieve stable 
rates. The BoJ, accordingly, appears to . 
have abandoned the concept of an op- | 
timum rate for the yen. 2" 
A senior adviser within the MoF also | 
indicated to the REVIEW that Japan 
realises that “we cannot go back to fixed — 
exchange rates or have target zones in © 
the current situation. It is unrealistic. - 
But if policy cooperation were to in- | 
crease then we could have more stable - 
rates in future." This source indicated 
that he expected a weaker yen over the — 
next three months with interest-rates - 
moving in favour of the US dollar and | 
investors’ asset preferences changing. — — 
he benefits of a strong yen on | 





so-called universal banking and do not | 
have the Glass-Steagall or Article 65- | 
type separation of functions. Other | 
European banks have followed suit and — 
US banks are expecting similar free- | 
doms in Japan. " 
Conventional wisdom within the | 
lower echelons of the MoF hasitthatJa- | 
panese securities houses could not sur- | 
vive the onslaught of banking competi- | 
tion. This is based on the superior | 
branch networks and larger staff of the | 
banks — an infrastructure which the | 
securities houses with their more mod- 
est branch networks could not hope to | 
match. The bigger securities houses | 
such as Nomura, which is far larger in 
terms of market capitalisation than any | 
Japanese bank, say that they could fend | 
for themselves easily enough. Eb 
But the small companies among | 
Japan's 200-000 securities houses could | 
not. If Article 65 does go, it will almost | 
certainly presage a period of mergerac- | 
tivity among the small securities houses 
— and possibly among banks too, some- 
thing which is anyway needed to meet 
the competitive inroads which foreign 
financial institutions are making in 
Japan, and the need for bigger re- 
sources to compete in international 
markets. — Anthony Rowley 
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fits were good for yen investors. 


If Japanese ideas on the merits of a 
floating exchange rate have changed 
since the US dollar was strong, so too 
has the notion of what is an “optimum” 
exchange rate for the yen. Government 
and industry sources used to indicate 
that around ¥210 to the US dollar 
was the right target rate to allow Japan- 


ese exporters to remain competitive | 
while, at the same time, placating | 


foreign demdhid for a stronger yen. 
When the dollar plunged below the 
¥200:US$1 level earlier this year, 
manufacturers revised their optimum 
rate to around 180 — now some of them 


iia Tokyo Stock Price Index - 


Official discount rate 


Money supply 
(Change in M1 over 
previous period) 
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tial in some areas “but we should 
change the practice from direct to indi- 
rect control," monitoring critical indi- 
cators of institutions' financial exposure 
rather than forbidding them to have 
such exposure. 

The official said that **we are facing 
two problems: securities business by 
American banks — they strongly expect 
it in Japan. Japanese banks also expect 
to get securities business, not only in the 
US but also in Japan's domestic mar- 
kets." The floodgates were opened re- 
cently when a 50%-owned securities 
dealing subsidiary of West Germany's 
Deutsche Bank was given permission to 
begin operations in Tokyo. Continental 
European countries generally permit 
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| There could be a stockn : 
[in Japan] and that would feed into even 
more buying of foreign stocks." Given 
the build-up of foreign reserves by the 
BoJ — largely in US-dollar securities it 
is believed, though partly in gold — 
there is now official incefitive to stabilise 
the yen, even though the BoJ professes 
not to have too much faith in the effi- 
cacy of foreign-exchange market inter- 
vention. 

Both the BoJ and the Ministry of Fi- 
nance (MoF) pour scorn on the idea of a 
return to a fixed exchange rate for the 
yen but the cry from the private sector 
for such a move appears to be gaining 
ground. Groups of manufacturing ex- 
porters, headed by such people as Sony 
chairman Akio Morita, have been urg- 
ing a return to fixed parities for some 
time and now the idea has found favour 
with some financial institutions. A senior 
executive of another major securities 
house. commented to the REVIEW that 
"world policymakers will have to intro- 
;'uce a new, fixed exchange system." 





T financial sector in Japan is hurt- 
ing badly from the volatile yen. Un- 
like the manufacturing sector which will 
respond increasingly by shifting produc- 
tion offshore to low-wage and weak- 
currency areas, institutions which have 
to recycle Japan's export surpluses are 
investing basically out of yen and are 
vulnerable. Hence, the vogue for a 
fixed-rate regime — though one BoJ 
source noted wryly that there was 
no such enthusiasm when the US 
dollar was rising and exchange pro- 


well as statutory control on Japan's fi- 
nancial sector. 

Less senior officials in the MoF still 
harbour these paternal instincts. 
"There are advantages and disadvan- 
tages to having separate banking and 
securities operations," one noted. 
‘There are many opinions on this. I am 
ieutral myself, but being realistic, the 
system could not be changed in Japan." 
This apparent contradiction at different 
levels of government reflects the dere- 
gulating zeal of Prime Minister Yasu- 
hiro Nakasone's cabinet and its advis- 
ers, which matches that of the Reagan 
administration in Washington. Often 
during the past few years, Nakasone's 
men have moved much faster on finan- 
cial liberalisation than outsiders had be- 
lieved possible, forcing the more con- 
servative bureaucracy to go along with 
them. 

Obviously, the future pace of reform 
will be dictated as much by the policies 
of Nakasone's successors as by actual 
changes in the financial market, both 
domestic and international. For now, 
the impetus continues to favour reform 
or, as the senior MoF adviser put it, 
"the direction is toward further deregu- 
lation." He noted that government con- 
trol over financial institutions is essen- 
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draft was completed well before the 27 
July general election, under the au- 
spices of then finance minister Sommai 
Hoontrakul. 

What the post-election ruling four- 
party coalition managed to contribute is 
a meagre Baht 1.5 billion addition to the 
capital-investment portion of the 
budget. Measured in political terms, 
that represents a disappointingly poor 
delivery given the pre-election promises 
of various parties. For instance, the 
Democrat Party — the largest coalition 
partner — had promised to raise the 
Baht 34 billion investment budget to 
Baht 40 billion (REVIEW, 17 July). 

The new budget should theoretical 
mark a 4.4% increase from the nomin. . 
Baht 218 billion fiscal 1986 budget. But 
a downward revision in several alloca- 
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MoF: investment slowdown. 





tions during the past year, coupled wi 

a Baht 4 billion savings in debt-servil 
obligations achieved through a re- 
financing programme, lowered fiscal 
1986 spending to Baht 211.65 billion. 
This translates into an effective 7.5% , 
rise in the new budget. 

As in preceding years, the Baht 66.2 
billion allocation for salaries and fixed 
wages takes up a substantial share, 
29.1%, of the total. However, reduc- 
tions continue for direct government 
subsidies to state enterprises, as part of 
icient 
and self-reliant. 

: The inability to further increase ex- 
penditure despite political pressure is 
dictated by necessitv. During the six 
years that Prime Minister Prem Tin- 
sulanond has been in office, the govern- 
ment's fiscal position has: deteriorated 
with successive revenue shortfalls — 
due to overly ambitious revenue projec- 
tions and the repercussions of peu 
economic conditions. 





"Look to the economy - 


New measures count on the private sector for growth 


‘the policy to make them more e 
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By Paisal Sricharatchanya in Bangkok 


j eem s House of Representatives 
has approved a Baht 227.5 billion 
(US$8.7 billion) nationafbudget for fis- 
cal 1987 (which began on 1 October), 
representing a 7.5% increase on the 
trimmed-down 1986 budget — a rate 
which may seem high by international 
standards but is low compared to Thai- 
land's double-digit annual expansion 


| prior to the early 1980s. 


The government says the budget 
should help reactivate the sluggish 
economy, raise living standards and cor- 
rect the country's debt problem; as ex- 
pected, the legislation drew sharp criti- 
cism focused on those same points. Op- 
position MPs attacked the government 
for the successive years of revenue 
shortfalls, the high debt-service obliga- 
tions and the absence of any clear-cut 
programme to. improve the 
lot of the farming population, 
hurt by depressed commodity 
prices. 

One new element that the 
opposition politicians intro- 
duced into the debate was the 
lack of accountability over gov- 
ernment spending. "Up until 
now, the only time when atten- 


when it is presented to parlia- 
ment for approval. Nobody 
seemed to care what actually 
happened at the end of the year 
— whether the spending’ did 
achieve any of the objectives 
stated by the government. This 
is a shortcoming that can be 
equally blamed on the govern- 
ment as well as the parliament . . . We 
must try to correct it from now on,' * com- 
mented Boonchu Rojanastien, leader 
of the Community Action Party who 
served as deputy prime minister and 
economic chief in 1980-81. 

As an illustration of the poor account- 
ability, the Auditor-General's Office 
just completed verifying. government 
spending for fiscal 1981 and isin the pro- 
cess of checking the budget expendi- 
tures of the three subsequent years. The 
Ministry of Finance is said to be still 


working. on a report for 1985 spending. 


But given the government's comfort- 
able majority in the 347-seat elected 
chamber, the opposition's tirade proved 
futile. At the end of the day-long debate 
on 1 October, the bill's first reading was 
passed on a 206-to-89 vote. Second and 
third readings should be formalities in- 
volving minor changes. 

As in most years, the budget is more 
a product of the bureaucracy than of the 
politicians in power. A copre تا‎ 


industry's cost structure will fall 


| no longer profitable at an exchange rate: 
| around ¥150 to the dollar but which » 


A Equally, the case for supporting Japan- - 


tion is focused on the budget is 


lower domestic costs and higher effi- | 


Japan was about to go through this 


i the financial sector are a major factor to 


| ing increasingly, in the face of a strong 


major European currency areas as ui 


than anti cipate in 

je st as | APON tenete of a ds er 
[^ d ollar : are proving slow to materialise in 
.US. This is partly because the 
| dramatic reduction in oil prices (80% in 
yen terms since last year) is cushioned 
by official controls on energy prices in 
E One round of oil price cuts so far 
.has not passed on the full benefit to 
| | manufacturers though a second round 
| _of cuts is expected soon. Another prob- 
` lem is what one government source call- 
| ed the “peculiarly long distribution sys- 
| tem” in Japan which delays the benefits 
| of lower costs to importefs, especially as 
| margins are being increased at various 
| points along the distribution chain. 
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t Ors these benefits do matertalise, 


and corporate profits are expected to 
rise again (next year). Meanwhile, Japan 
Inc." faces difficulties trying to decide 
| whether to phase out import-competing 
| industries ‘such as coal mining which are 


| 
| 


E could become competitive again if the 
| yen were to weaken significantly. 


| ese rice" farmers (strong only in terms 
` of votes for the ruling Liberal Demo- 
| cratic Party) gets weaker all the time 
the yen strengthens, but is unlikely to 
| be seriously challenged until exchange 
| rates prove capable of maintaining sta- 
bility. 

| An optimistic assessment of the im- 
. pact of a strong yen upon the Japanese 
| | economy is that it will lead Japan into 
what the BoJ source described as a 
| “German-style,” virtuous circle of 


. ciency caused by the contraction of ex- 
| port margins. 


circle, some believe, in 1978 when the 
- yen hit 178 to the US dollar. But the sec- 
ond oil shock intervened: If the circle is 
` completed now, Japan could live with 
i> | exchange rates around the current level 
in the long run. But beyond the real 
| economy, the effects of the yen shift on 


| be reckoned with now. 

Government sources say that “too 

much” liquidity has gone into the 
| stockmarket, land prices and “golf-club 
. memberships." In part this arises out of 
` | three cuts in the official discount rate 
he this year. That rate can, as one official 
source noted, always. be "guided back 
. up again if necessary." But it also stems 
| from Japanese private investors decid- 


yen and a weakening dollar, that there is 

| no place like home. 

|. ı What Japan. needs above all; isa 
زر‎ of exchange rate stability rather 

-than a return to low rates for the yen. 

` But that depends as much on the US and 


. doesonJ apan itself. 
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Since it was founded 


d pedi the Far Eastern Eco- 


|. the سای‎ litical, economic cand 
| financial affairs. of evet 
single country in the A 


Pacific region. Boasting 


staff of over 40 full-tim 
"correspondents and jo 
nalists - 
«country in the region, the 
-Reviewisconsideredto be 
the leading publication o on 
- Asian affairs in the world 
-and deemed essential 
reading for senior exec 


located. in ever 


tives in business, banking, 
government and the prx 


fessions. 


Over 85% of the. Re- 


` views circulation is on pre- 
paid subscritpion, and a 


new — of Heview sub- 


| naira p power. 


Fora complet ec 


Study “1986 please write 
on your ih teal te s lett er- 


head to: 


Ms Elaine Goodwin 


° General Sales Manager 
‘Far Eastern Economic Review. 
 GPOBox160 — 


Hongkong, 


 Oranyone at our sales offices UG m 


Meanwhile, the share of debt- -service | | 
S 13.1% to in the budget jumped from | 


| 13.196 to 24.7% over the same period. 


Public-sector debt as of this March com- 
prised Baht 294.6 billion in domestic 


| debt plus US$9.5 billion in external 


debt. The high debt burden today is the 


| outcome of the public sector over- 
| spending throughout the 1970s — nota- 


bly heavy. borrowings to finances an 


| energy-development programme: plus a 


US$ bihon Joan package commit- 
ted. by the then extreme rightist gov- 
ernment of Tanin Kraivixien in 1977 to 
finance military modernisation. 


„+. Fhe resource constraints dictated by 
"the rising debt-service: requi ements E 
| have forced reductions, as à pei age 
of the whole, on two other | 'y lines of. 
۱ education. and "defence 
(as well asother minor sectors. : 
Government officials argue that the 


burgeoning external x 
series of tax incre ases. وی‎ : E 


Siu. tc Baht 
: in fiscal 1986 


“tor. the year 
icials are, con- 


TT in ۱ J 
ions in <personal-in- | 


„the budget. 


diminishin g share of economic spending 


| should not pose any serious problem 


since the private sector is now desig 


nated the prime locomotive to pull the | 
economy. Emphasis on the private sec- | 
tor — with the correspond- | 
ing: decline in the public- 7 
sector role — is one of the |. 
` key strategies embedded in. | 
athe Sixth Five-Year Plan, 
launching. of -whieh : 
coincides with fiscal 1987. | 


I the 
B (REVIEW, .S Oct. ). 


E: Judging trom the re- | 
j @ markable performance of | 
. manufactured exports in. 

recent years  — despite - 


growing protectionist mea- 
sures in the industrialised 


markets — the Thai private | |. 
dominated by a] p 
largely Sino-Thai business ` 
indeed seems. | 


Sector, 


community, 


to possess the sort of 


REVEWTABLE by eh ut dynamism and entrepre- 


neurship that can lead the country E 
growth. | 


For instance, exports of textile pros | 
ducts more than doubled from Baht 9.6 | 
billion in.1980 to Baht 23.6 billion m: 
1985, surpassing rice.as the largest mers 
With commodity - 


chandise . export. 
prices generally depressed, exports of 


manufactures — including processed” 
foods and other light. manufactures. 


apart from textiles. — surged strongly 


this year and contributed toca 15:595 - 


gain. in. exports during the first seven 
months. 
A senior banking executive com- 


mented: "Disregarding what.the gov-- 
ernment intends to do, the private sec- 


tor has. already set the-ball rolling. It is 
obvious from the export figures that in- 


dustries «which used to: produce for 
domestic consumption are adjusting tO: 
new realities [now that the local market. . 


te taxes, but the bene- 


felt slowly. The new gov- با‎ 
mises-of additional tax re- 


leighten the prospect that 
scal disequilibrium will. spill 
nto 1987, with overall revenue suf- 


ng.in the short run before the long-: 


| term. abjective of iM the tax 
| base canbe achieved. — — 
` . This has raised scepticism in many 


larters. over whether the government © 


“can keep the 1987 budget deficit within 


the. puces in 42 billion. me To. 


| issaturated]. They are trying to become 


** 


more. export-oriented, by trimming 
costs and improving quality. 


heavily on in- 


1 
| 
| 
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ackets show per centage t to total budget in thes same year. 


ones 30 نی‎ 


financed solely by domestic borrow- 

the deficit level is limited by condi- 

ons attached ‘to a two-year IMF 

standby facility to-4% of gross domestic 
QE QUEM 26 June). 


1€ n the revenue side, the g gove rnment 
Nw will.continue to rely 
.taxes. Of the. projected . Baht 


ee billion in total revenue „taxes will. 


yield about. 89% , or Baht. 165. 2 billion, 
— including. Baht.39. 5 billion indirect 


taxes and Baht 125.7 billion in indirect: 


es; The remainder is to be generated 

'om contributions by state enterprises 
other sources. 

e criticism from opposition MPs 

er. the. relatively. low spending com- 

| ted to spurring the economy appears. 

a be well-founded. By sectors, econo- 

mic. expenditure has emerged as the. 

{casualty of galloping debt-service 

irements. In fiscal 1982, economy- 

ated spending accounted for 20.425. 

he total. budget. In fiscal. 1987; the 
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stries 


came from private, foreign — mostly 
East Asian — piecegoods suppliers and 
jobbers. Ironically, the impetus for the 
local industry came from the US import- 
quota system in the first place; garment 
firms from South. Korea, Taiwan, 
Hongkong and even China, whose own 
quotas were being used up, homed in on 
Bangladesh as quota-free territory. 

At the peak of the Bangladesh gar- 
ment boom, there were nearly 700 
plants in operation and nearly 200,000 
workers, mostly women, employed. 

Almost half of these jobs were 
lost, and about a third of the 
plants shut down, when the US 
quotas hit last year (REVIEW, 30 
Jan.). Nevertheless, 1985 saw 
record garment exports, and 
nearly 100 new firms entered the 
field even as others were going 
under. Industry sources differ on 
how much the quotas are tc 
blame for the garment sector’! 
setbacks. Other garment-pro- 
ducing countries have learned to 
live with quotas via efficient allo- 
cation systems. 


۷ ۰ Sekt buyer ۵5 
that “in Hongkong or 
[South] Korea, quotas are 
explicitly priced. It is written 
right into the manufacturer's in- 
voice. The government initially 
allocates quotas on the basis of 
manufacturers’ past perform- 
ances. There is a lively, well-or- 


ence the territory’s upcoming textile 
talks with Canada and the Nordic states. 
The new deal represents a “modest im- 
provement” on the earlier pact, pointed 
out MacLeod. But, he admitted that 
Hongkong’s claims that it deserved 
more concessions because of its open ~ 
market were offset by its “size as one of 
the largest exporters to the EEC.” 
Instead of the cutbacks forced on 
Hongkong four years ago, the new 
agreement allows exports of the eight 
“most sensitive" products — which rep- 
resent about half of all Hongkong’s 
sales in the EEC and include such items 
as synthetic yarn, cotton cloth, T-shirts 
and trousers — to grow slightly every 
year until 1991. These so-called *ges- 
tures of goodwill" include small in- 
creases in quotas for products such as 
cotton cloth, sweaters and trousers. 


Ithough growth rates are still under 

1% for the majority of the “most 
sensitive” products exported by Hong- 
kong, the EEC has made some minor 
improvements within this limit. The an- 
nual growth rate has, for instance, been 
upped to 0.2% (from 0.1% in the last 
agreement) for cotton cloth and synthe- 
tic fibres, to 0.7% for T-shirts (from 
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` All dressed up but... 


| Bangladesh is unlikely to fill its new US garment quotas 


self as an important source of export 
earnings, though still a distant second 
behind jute, the country’sstaple. 

What makes the garment industry’s 
success all the more impressive is that it 
was achieved by private initiative, with- 
out involvement of the state — which 





| Controlled growth 
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— | By Lincoln Kaye in Dhaka 
٠ 


EE ۵ delegation representing 
EL the Bangladesh Commerce Minis- 
| try's Export Promotion Bureau and the 
-| Private Garment. Manufacturers’ As- 
| sociation has returned from negotia- 
E tions in Washington with new quotas on 
— | shipments of ready-made garments to 
| | the US. Although details have not been 
l made public, industry sources expect 
A something of the order of 400,000 
b dozen Bangladeshi-made garments will 
be allowed under the quotas. 

"That could still leave some of the 
more overheated sectors of the 


E 
EI Bangladesh textile trade hard-hit, but in 
1 | the aggregate such quota levels would 
. | permit export of more than three times 
| as many garments as the country has 
| ever managed to ship in the past. 
| Roughly three-quarters of the indus- 
_ | try'soutput goes to the US; during fiscal 
| 1984-85 (ended 30 June) the industry 
S | exported Taka 3 billion (US$100 mil- 
| lion) worth of goods, a three-fold ex- 
pansion over the previous year. Al- 
though figures have not been released 
| | yet, another 33% increase-is thought to 
E have been achieved in fiscal 1985-86. 
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. dustry that has sprung up from virtually 
| nothing during the 1980s to establish it- 
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| EECraises textile quotas for Hongkong and Pakistan 


insisting that the EEC had shown again 
that it was a *committed free trader." 

The community, said one EEC 
negotiator, had been much more gener- 
ous towards Hongkong than towards 
other “dominant” suppliers, including 
South Korea. “We feel that Hongkong 
had to be rewarded for its open import 
policies," he argued. 

Hongkong negotiators took a less 
enthusiastic view of the new pact but ad- 
mitted that the deal was “on balance a 
reasonable package that we can live 
with." MacLeod insisted after the final 
negotiating session that the improve- 
ments he had managed to obtain were 
"certainly not dramatic." But, he 
underlined, the EEC had taken a “use- 
ful step in the right direction" and 
helped to lift the protectionist shadow 
cast on international textiles trade by 
the US. 

The pact with the EEC, according to 
Hongkong officials, could also influ- 


۱ 
۱ 
| By Shada Islam in Brussels 


EC textiles negotiators have ham- 
mered out what they insist are *very 
fair and satisfactory" new bilateral tex- 
| | tiles pacts with Pakistan and Hongkong. 
| Textiles exports from both countries 
. | have been put under strict quotas until 
| 1991. But, unlike the previous agree- 
i ments negotiated under the last Multi- 
| Fibre Agreement — which in Hong- 
_ | kong'scase actually cut back textiles ex- 
` | ports to the EEC — the new pacts pro- 
. | vide for a slight increase in textiles and 
| clothing exports from both countries. 
-| India, another major supplier of tex- 
` tiles and clothing to EEC markets is, 
. however, “still making unrealistic and 
. | unreasonable demands," says the EEC. 
B It took the EEC's chief textiles 
. | negotiator, Jean Pierre Leng and Hong- 
kong’s Director of Trade Hamish Mac- 
. | Leod three rounds and several all-night 
| negotiating sessions to agree on the 
terms of the new restraint deal. Leng's 
aides described the pact as “very fair," 
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So mentia laws 


By. Robert Deifs in Peking 











































up dts labor. ‘tore ۱‏ | ی 
working practices with new pro‏ 
regulations which tock effect on‏ 
tober. The regulations extend‏ 











Although. the contract sys' 


Up to now, state labour and 





not just a job — the unit normally 


expenses, and may arrange organi 
dea and cu tural activities. Pens 


ers’ sons and B daughter: F na 
factory jobs into essential YR 
positions. T 

The communists’ commi n 
universal employment has mean 
cepting uneconomic levels of red 
dancy. Before the economic refori 


as they.could get. With additional w 
ers, factory leaders gained grea 
status, larger internal-welfare fun 
and a pool of reserve labour for ex 
sion and to compensate ۵ 
of absenteeism. Skilled workers i 
technicians, in particular, were hoa 
for the sake of prestige and becaus 
might be needed in the future.. 
This was not really irrationz 
out a labour market, there could 
assurance that workers with pa 
skills would be assigned to a fai 
when they were actually needed. ” 
were no disincentives to over-st 
because there was no inherent lini 
tween total wage payments and pi 
— both were handled by state dep 
ments. The costs were reflected instead 
in the form of depressed. producti 
and inefficient matching of people. 
jobs throughout the entire economy. 
, Labour productivity in China's € 
gineering industry is only 8-9% that. i 
Japan; in the steel industry, only aboi 
4%, and in electronics, about 5-6% 
cording to an analysis in the 1 Al 
issue of Hongqi (Red Flag). Ind 
labour productivity was lower in 19 
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E been widely used on an experit 
- basis, there has as yet been little: 


- nel departments | allocated worke 
, | state-owned units — in most case 
life. Assignment to a state enterpris 
ments increases faster than the expendi- | 
ture on workmanship. Commerce Min- 


| ranges housing, covers family. med 
istry officials propose to maintain the | 









Í labour-contract system to al ne 
| ers at state enterprises, and sys 
; and clarify procedures for rect 
and dismissal, as well as establ 
“new unemployment-insurance 


exchange to their 
suppliers. 


“That is, assuming they pay the 


pay overseas 


suppliers at all. Even several legitimate . 
garment-makers have been so late in^ 


their repayments, according to garment 


agents, that some East Asian suppliers. 
are starting to insist on extra foreign- - 
bank guarantees. for LCs drawn. on: 
A Dhaka-based |. 
foreign banker conceded the existence 
‘of such problems, but maintained that 
tighter controls had restored garment- 
makers’ creditworthiness and cut back. 


Bangladesh banks. 


on retained textile imports. - 


Shipping: delays and quality-control 





‘to. beset | 
- Bangladesh garment exports, hindering | 
` garment-makers from fully utilising the 
markets of the EEC and Japan. Then, ۰ inoverall employment patterns. 


too, Dhaka's 25% value-added require- | 


| enterprises would take as many work 
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also ^ continue 


ment makes it hard for manufacturers to 
shift into more up-scale product lines 
since the cost of materials for fancy gar- 


value-added ratio by encouraging gar- 


ment-makers, through licensing incen- 


tives, to use Bangladesh textiles. Indus- 
try sources, however, remain sceptical 


of this approach since local textile mills - 


face quality and reliability problems of 
their own. 


The new pact provides for a 1,000-tonne 
increase in Pakistan's quota for cotton 
fabric and a 300-tonne increase for cot- 
ton yarn in response to Pakistan's de- 
mands that it be accorded special treat- 
ment as a cotton producer. 

Annual growth rates for both pro- 
ducts have been increased to 2.5% from 
0.5% “in the previous agreement. 
Growth rates for other sensitive pro- 


ducts range from 3.5-6%. The number. 


of quotas imposed on Pakistani exports 
has been reduced to eight from 14. 
The EEC is currently trying to con- 


vince India to drop what officials de- 


scribe as "extremely unrealistic” de- 
mands for quota increases. India's de- 
mands for the removal of all barriers on 
handloom exports have also caused 
problems. The EEC insists that “hand- 
loom products" should not be used to 
cover products made by foot-operated 
sewing machines. 

Negotiations with New Delhi are ex- 
pected to resume 24 the end of the 
month. The community has already 
clinched new textile deals with 23 Asian 
and Latin American countries. Less re- 
strictive *arrangements" are expected 


to be initialled later this year with a 


Mediterranean states. 


everal : 
dnentmákers" "have been content just 
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‘according to a Commerce 


quotas ts expressly forbidden: it, i: 


Such policies further crowd an indus. ۱ 
try that is already in the throes اه‎ 


shake-out. They also invite graft, mant- 


facturers report: instead of explicit pric- 


‘ing on an open market, quotas are often 


allocated by bribe. ۵ non-system 


quota allocation like this,” a garment 

iyer commented, “I will be surprised if 
“Bangladesh manages to utilise even half 
the quota it has been allocated.” 

To make matters worse, the winning 
bidders in the quota blackmarket may 
have no intention of actually producing 
garments at all, according to industry 


sources. Upon production. of a letter of 
credit (LC) from a foreign. buyer — 


plus a suitable consideration for Com- 
merce Ministry officials — a local manu- 
facturer can get government authorisa- 
tion to import materials worth 7575 of 
the value of the finished goods. With 
imported textiles commanding hefty 





his may appear like very marginal 
explained an EEC 








ig about very large quotas, so that 
۱ small increases are quite signifi- 
tin terms of quantities." 

hile unwi rw fh to omake on 
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` the EEC were valued at US$2 billion 
- last year. Industry sources say that EEC 


imports from Hongkong rose 25% dur- 


ing the first six months of the year as ex- 


porters diverted trade in response to in- 
- eréasing protectionism in the US. 


The new deal provides for only 31 
quotas, compared to the 38 restrictions 


included in the previous agreement. 


Hongkong will also be allowed to trans- 
fer unused quotas from one member 


3 fae to another. 


' Pakistani officials also claim to be 
elatively happy" with the new agree- 
it initialled in Brussels oot month. 
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thi zor rth ۱ whic „| 6۲ io contribute 1% of their total 
permanent employees floating bonuses | basic payroll to new unemployment-in- 
more than three times higher than con-- | surance:'funds administered by pro-. 
tract workers, and threatened to cut-| vinces or municipalities. Workers who 
further the wages of any contract work- | have been dasmissed, whose contracts | 
ers who complained. ey . | have not been renewed, or who have 

“been laid: off or have lost their jobs 
through bankruptcies can collect 60- 
75*5.0f their. average wage over the pre- 
|, vious two years for the first 12 months. 









| through 1985 and early 1986. ` 

| As much as 30% of the staff and 
| workers in urban enterprises are redun- 
;| dant and there are 150 million more 
| surplus workers in the countryside, - 
.| nearly three times the current industrial 
=| workforce, according to an analysis of 


| E stablishing a safety net for the retired. 
|- China's employment system in the July 


and unemployed is essential if the. 
employment reforms arg to work. Lack- 





they are unemployed, and 50% for an 


additional year. Compensation ends 


when workers find new jobs, or if they 
refuse twice to take a job recommended 
by the Labour Department, without 
justification.. 

The regulations on dismissal provide 
a range of specific grounds — including 
such offences as "having a poor attitude 
to service" and "quarrelling with cus- 
tomers" — which is much broader than 
Is currently the case. Dismissed workers 
can petition local labour-arbitration 
commissions for redress and can appe^* 
the arbitrator's finding with the loi 


people's court: - 


The most striking aspect of the new 
regulations, however, concerns recruit- 
ment. The regulations do not mention 
any role for local labour departments in 
assigning or "recommending" employ- 
ees. Preferential hiring of workers' and 
staff relatives is prohibited, and enter- 
prises are required to make their re- 
cruiting procedures public. Any qual- 
ified urban job-seeker, and rural resi- 
dents who have obtained permission to 
seek urban jobs, may apply for an em- 
ployment examination and the enter- 
prise must make public a list of all appli- 
cants who have passed the examination 
and been employed. The effect of these 
changes, if they are implemented, could 
be truly revolutionarv. O 


officials say they handle up to 20,000 


such transfers a year, about 1% of tk — 


total number of employees of sta 






ing some unemployment-compensation | 


system — particularly while the pros- 
pects for re-employment remain unde- 
veloped — the consequences of termi- 
nation are so harsh that it is difficult to 
justify firing for any offence, short of 
deliberate sabotage or mayhem on the 
shop floor. 

That is why the unemployment-in- 
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(Rmb/worker/month) 
1984 
1st quarter 
- 2nd quarter 
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3 issue of Jingji Yanjiu (Economic Re- 
| search). The working-age population is 
| expected to expand by about 2% a year 
| until the end of the century. 


Experiments with the labour-con- 


terprises throughout China four years 


. ago (REVIEW, 28 Apr. '83). In the past 


year, more than 80% of all new state- 


. sector employees have signed labour 
. contracts, and the number of contract 
employees now exceeds 3.5 million, 
| about 4% of all employees at state- 


owned units, according to the Ministry 
of Labour and Personnel. 

Jiangsu and Guangdong provinces 
both switched completely to the new 
system in 1983, and each have more 
than 350,000 contract workers in state 
enterprises, accounting for about 8% of 
all state-sector employees in Jiangsu 


and 5% in Guangdong. Most employees 
. of collectives in cities and townships are 


contract workers as well — nearly 3 mil- 
lion in Jiangsu alone. Contracted em- 
ployment is the norm in service-sector 
enterprises, which have grown rapidly 


-in recent years. 


One problem with the contract- 


labour system, however, is that it 
| creates two classes of emplovees in a 
. factory with different rights and per- 


quisites. In August, the Zhongguo 


| Qingnian Bao (China Youth News) re- 


| Against 


r 
1 


` tract system began in 1980, and were ex- 
_ tended to new workers at selected en- 
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d s owned enterprises in the municipa= 
21 the tide s wu lity. 
E 1 Getting a job in Tianjin for those 
E puro. the mobility of all labour is who are not already residents is more 
. | fone objective of the new work and em- difficult. Not only the old and new em- ' 
= | ployment regulations, but the focus is ploying units, but also the two Labour 
3 on highly skilled workers such as scien- REVIEWTABLE by Roy Departments, must agree to the change, 
_ | tists, engineers and technicians. Al- | need an introduction letter from their | and they require solid reasons why such 
~ | though some economists and policy- | original units. Other transfers are han- | a move is necessary. 
` | makers in Peking are seeking more | dled administratively by the Labour De- Only a few thousand transfers to or 
: 3 | substantial changes, some local bureau- | partment. from Tianjin units and other cities take 
` | crats do not agree. The goal, vice- State-owned enterprises would not | placeina year, according to Labour De- 
. | director of the Tianjin Municipal | block an application unless the appli- | partment officials. These are mostly 
` | Labour Department Xie Yongchang | cant were indispensable, Xie said, nor | cadre-level staff who have special skills, 
. | told the REVIEW, is not the free flow | would this be held against the applicant | though occasionally such changes are | 
_ | of labour, but rather to “improve the | if he had to remain with his original unit. | arranged to reunite husbands and wives 
= | rational movement of personnel in a | But it is unlikely that enterprises in | working in different cities. 
_ | manner that is planned, organised and | Tianjin hold onto skilled staff less tena- Transferring from a collective enter- 
Bi | led." ciously than units elsewhere. prise to a state enterprise is the most dif- 





ficult of all. Approval for such a move is 
rarely granted — the Tianjin Labour 


Bureau says it handles less than 100 such © 


cases a year. — Robert Delfs 
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Moving from one state enterprise to 
another within a city or municipality is 
not barred, provided both units agree to 
the move. Tianjin Labour Department 


A labour exchange for scientific and 


| technical cadres was established in 
| Tianjin in 1985, but applicants to the 
| Tianjin Talent Exchange Services Corp. 
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"m Where on earth is this place?” 


* 


1 “100% foreign ownership. 
Unlimited transfer of profit and capital. 
2 ; No corporate taxes 
` for a minimum of 15 years. 
No personal income taxes. 
No import/export taxes. 
` No sponsorship restrictions. 
E s just the base we te looking for 
M etosetup our new business!” 


‘ d 


YOUR NEW BASE FOR MIDDLE EAST MARKETS 


of benefits including new trading freedoms, cheap 
energy sources, international telecommunications 
systems, a modern infrastructure and the largest 
man-made port in the world right on our doorstep. 
Jebel Ali Free Zone ~ there’s no place on earth that 


offers you more. Send for our informative brochure 
today. 


is a trading/industrial base with direct access to 
Middie East markets a futuristic drearn? 

Not any more. 

Dubai's Jebel Ali Free Zone has made it easy for your 
company to set up operations in the region. And only 
at Jebel Ali Free Zone will you have the benefit of 
retaining 100% ownership. Many international 
corporations have already taken advantage of a galaxy 


Jebel Ali Free 


For further information contact: 

Director of Marketing , 

P.O. Box 3258, Dubai, United Arab Emirates 
Tel Jebel All 56578 Telex. 47398 PAJA EM 
Cable: PAJADUB UAE 



































: be SIC in D a and T 






| availablity i is being met through easier 


import procedures. Sponge iron, for 


example, is a substitute for scrap. To 
promote its use, the incipient sponge- 
iron industry has been de-licensed, and 
as a result registered capacity has risen | 
from 1.2 million tonnes in early 1985 to 
more than 6million tonnes. 

The mini-steel plants are also al- 
lowed to diversify into production of all 
grades of carbon and alloy steel, includ- 
ing stainless/heat-resistant steel, up to 
their licensed capacity. They can install 
captive rolling mills and thereby form 
composite units. 

The. mini-steel operators hope that 
the government will be able to ensure 
adequate, regular power supply and ex- 
tend greater fiscal and other conces- 
sions to ensure their profit margins. 
They aim to contribute about 35% of 
total steel output by the end of the 
Seventh Plan through higher installed 
capacity and better capacity utilisation. ~ 

But the future of the units may well 
depend upon a technological break- 
through that would reduce costs. After 
a study of similar plants in Europe, 
South Korea and Japan. the mini-steel 
units are installing water-cooled panels 
and roofs, computerised production 
controls and oxygen-fuel burners to 
conserve power. But some improve- 
ments, such as the use of ultra high- 
power furnaces, need assured power 
supply and better-quality inputs. These 
units also want a ban on import of billets 
and rods to make domestic products 
competitive, and a total excise-duty 
exemption on their products. 

A technological breakthrough that 
would cut costs could also mean a new 
era of prosperity for the mini-steel 
plants. With the conventional blast-fur- 
nace route being highly capital-inten- 
sive and reserves of coking coal being li- 
mited, India has been searching for an 
alternative route. Recent successes in 
the direct reduction of iron ore by non- 
coking coal into iron (called sponge iron 
because of its porous texture) open up 
one possibility. Sponge iron can be put 
through an electric-arc furnace to pro- 
duce steel. Although a less capital-in- 
tensive method of production, and one 
which obviates the need for coking coal, 
this route needs electricity on a large 
scale and is expensive, 

The Tata Iron and Steel Co., which 
pioneered India's steel industry, is try- 
ing to develop a new technology in col- 
laboration with Korf KG of West Ger- 
many. This method seeks to overcome 
both constraints through an energy-op- 
timisation furnace which does not con- 
sume electricity directly. Sponge iron or 
scrap is melted by oxygen-fuel burners, 
and the melt is converted into steel by 
oxygen. High efficiency of oxygen usage 
and low fuel-oil and electricity con- 
sumption makes this technology an 
ideal one for the mini-steel plants. D 
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india’ s mini-steel units look to increase capacity and output 


each; raising the utilisation of existing 


steel plant capacity from about 70% to 


90% , and making marginad new invest- 
ments in additional capacity in the exist- 
ing plants and in the Visakhapatnam 
plant under construction. In the mini- 


steel sector, efforts will be made to 
maximise output at present capacity. 


Among other things, the strategy 
will strike a balance between the 
techno-economic capabilities of the 
integrated steel plants (which take the 
coking coal-blast furnace route) and the 
mini-steel plants (taking the scrap/ 
sponge iron-electric-arc furnace route). 

Integrated steel plants produce mild 
steel in bulk quantities, while the mini- 
steel plants produce alloys, special and 


stainless steel in tailor-made quantities, 





Bokaro plant: ym 7) 


and ingots. At present, there are 201 
units licensed with a capacity of 6.33 


‘million tonnes, yet only 160 with a capa- 
city id 4 million tonnes are functioning. 


B id ilio economic viability of the mini- 
steel plants is jeopardised by con- 
straints on capacity utilisation due to 
power shortages and high input costs. 


Despite excise and other concessions 
meant ,to, make these units competitive, 
-and efforts to cut costs, improve pro- 


ductivity and diversify into higher 
value-added items, the industry finds its 


margins eroded. It is unable to generate 
funds internally to finance modernisa- 
tion at the desired pace. 


-~ The government has been trying to 
promote this sector through changes in 


| ouput of saleable steel from the six. 


lants includes modernisation of 
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(By Mohan Ram in New Delhi 


the first time, India’s output‏ وت 
W of saleable steel crossed the 10 mil-‏ | 
lion-tonne mark in 1985-86 (ended‏ 
March), but the country still needed im-‏ | 
Orts to meet demand. The long-term‏ 
Objective is to achieve self-sufficiency,‏ 
taking advantage of raw-material avail-‏ 
ability and the reserve of technical man-‏ 
power, and to produce steel at prices‏ 
closer to world levels. But the emphasis‏ 
of the 1985-90 Seventh Plan, at the end‏ . 
of which there is still projected to be a‏ . 
substantial demand gap, is not on new‏ | ۳ 
integrated projects but on the moderni-‏ _ 
sation and expansion of existing ones.‏ 
M ini-steel plants, employing electric-‏ 
arc furnaces will be allowed to expand‏ 
significantly.‏ 

At present, India has a steel- -produc- 
tion capacity of nearly 15 million tonnes 
f of crude steel a year. Five integrated 
eel plants owned by the state (Bhilai 
i ind Bokaro set up with Soviet aid, Dur- 
 gapur with British aid, Rourkela with 
Mest German aid, and a plant in 
urnpur taken over from private own- 
rs) together account for 9.4 million 
1 es of this capacity, while the lone 
۳ private-sector plant in Jamshedpur ac- 
| counts for 2.16 million. Mini-steel 
E lage provide the rest. 

Steel-production growth was tardy 
iring the 1980-85 Sixth Plan, with total 
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ntegrated plants rising from 6.3 mil- 
| lion tonnes to only 7 million, and the 
contribution of mini-steel plants rising 
$ marginally from 1.6 million tonnes to 
1.9 million. The industry continued to 
al pete below international technical 
B and economic norms with very little im- 
| provement in energy consumption, cok- 
4 1 ing yield or blast-furnace productivity. 
But 1985-86, the first year of the 
| ! Séventh Plan, saw a turnaround. Pro- 
. duction of: saleable steel from the inte- 
` grated plants rose from 7 million tonnes 
| “fo 7.8 million, while the mini-steel 
| plants recorded an output rise of more 
EI than 3.2 million tonnes (from 1.9 mil- 
| lion). This still left a shortfall of 1.5 mil- 
|. lion tonnes on demand. 

The Seventh Plan projects an addi- 
Rona output of 4.26 million tonnes of 
` saleable steel from the integrated steel 

|| plants, while the mini-steel plant sector 
| isexpected to witness large-scale expan- 
B. on: The strategy for the integrated 
. steel 
| the Durgapur (1.6 million tonnes), 
` | Rourkela (1.8 million tonnes) and 
.| Burnpur (1 million tonnes) installa- 
| tions; completion of the expansion of 
| Bokaro (2.5 million tonnes) and Bhilai 
ف‎ 5 million tonnes) to 4 million tonnes 
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.. Exchange Square is the 24-hour ها‎ 
Good news, especially in a city that probably burns. more midnight oil | 
than any other place in the world. 
We offer 24-hour air-conditioning, communications and data facilities. 
Management and maintenance staff are on duty round the clock. 
And if you want to be the only one with access to your office late at m. 


we'll give you a secret code for operating the lifts after hours: : 
At Exchange Square, there's no such thing as a a night off. ۱ 


For leasing information, please contact: 1j | 
| Hongkong Land Property (tel: 5-8428288, telex: HX 751 02). or 
Jones Lang Wootton (tel: 5-217171, telex: HX74247). 


THE HUB OF ASIA'S BUSINESS WORLD - 
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STARRING THe BRITISH AIRWAYS 
STEWARD 


PLUS FULL SUPPORTING CAST OF THOUSANDS 


T 


LIKE EVERYONE 

| e - AT BRITISH AIRWAYS 

E E al sum HE'S BEEN THROUG 
im CL ^ TRAINING PROGRAMME CALLED 


PUTTING PEOPLE FIRS 


NOW HE REALLY KNOWS...THE TRUE MEANING 


or SUPERCARE 
SEE HIM IN 3-0 REAL LIFE 


ON ANY BRITISH AIRWAYS FLIGH 


NO WONDER MORE PEOPLE CHOOSE TO FLY WITH U 
TO MORE PLACES THAN WITH ANY OTHER AIRLINE 


BRITISH AIRWAYS 


The worlds favourite airline. 








bob 









دص 
e Netherland:‏ 


M i ww. ats ie ۳۹ e N 
M X í 3 3 dat 
ESSM helii PAR mein cuca 


Rembrandt country is Rabobank country. The country where traditions of exce E 





continue to flourish. 
Singapore Branch Hong Kong Representative Jakarta Representative » 
50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 
Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 
Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + 62215781271/2 


Telex: 42479 Telex: 47534 


Rabobank 






OUT partner for busi 


with t 


“Rabobank Nederland, with 
offices in Singapore, Hong Kong 
and Jakarta, provides a personal 
service to companies with trade 
relations i in the Netherlands. 


UE Lübobánkisan' ‘AAA”-rated 
Dutch co-operative banking 

institution with total assets of 

U.S. $ 48 billion. 

It ranks among the largest banks 

in the world. 


Rii - with 2.400 offices 
in the Netherlands - derives its 
strength mainly from its dominant 
position in the domestic market, 
especially in Dutch agriculture 
and agribusiness. 


Rabobanks deep invol- 
vement in these particular sectors 
of the Netherlands - the world's 
second largest agricultural 
exporter- provides a sound know- 
ledge of international financing. 





So, when considering a bank 
to introduce you to the Nether- 
lands, or elsewhere in the world, 
why not consider Rabobank. 


Rembrandt country is Rabobank country 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curacao, ADCA-BANK Frankfurt. 











Place your original on the copier. » Want the same size? It's automatic.» You can also select different sizes. 
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Zoom can be set manually, too. > Set the number of copies. » Press Start. - 
Density is automatically controlled. 


Steps to 


If your current copier does a better job of . and instantly selects the same size copy paper; 
filling your wastepaper basket than providing ^ when you specify another size, it will set the 
easy, dependable, waste-free service, perhaps correct magnification ratio to enlarge or 
you should look into the Panasonic FP-3030. It reduce for an exact fit. Density adjusts auto- 
eliminates wastepaper by combining advanced matically, too. 





technology with simple operation. Options increase efficiency still further. 
It features a Job Run Memory that can The E?SII editing system performs trimming, 
store three groups of your most often-used copy deletions, transfers, and centering of original 
settings — enlargement/reduction, density, material, and combines with the zoom to offer 
margin-shift, two-page copying, number of virtually unlimited copy possibilities. An 
copies, etc.—for one-button recall/copying. automatic document feeder, 20-bin sorter, 


Another feature, Auto Original Size Detection, ^ cassette module, and large-capacity cassettes 

senses the dimensions of the original document are also available. 

Standard paper capacity is an impressive 

1,100 sheets, with optional expansion 

to 2,600. And thanks to the FP-3030's 
straight-through paper path and modu- 

lar design, paper jams are becoming a 

thing of the past. à 
The FP-3030. Put a few simple 

steps between you and unnecessary 

waste. 


Panasonic 
Office Automation d fA 
7 X 


Panasonic, along with National, is a brandname of Matsushita Electric. 
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IT IS A MOMENT YOU PLANNED FOR. REACHED FOR. 
STRUGGLED FOR. A LONG-AWAITED MOMENT OF SUCCESS. 
OMEGA. FOR THIS AND ALL YOUR SIGNIFICANT MOMENT S. 
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Registered Mode! 


OMEGA ALWAYS MARKS SIGNIFICANT MOMENTS 
IN THE OLYMPICS. IN THE SPACE PROGRAM 

IN SIGNIFICANT LIVES LIKE YOURS 

THE OMEGA CONSTELLATION. FOR YOU BOTH 


OMEGA 




















sent largely a Latin Americ: 
deflationary mpieation 
global | 








Te Group of. 7 
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| ease a debt crisi | 
| over the past. year OF 
same through orderly partial Wi 
1 Although the debt crisis is a 


eted — they have been briefly de- | : dits 





debtors was still alive. Perhaps more im- 


portant, however, was the fact that the | 


agreement provides a link to growth. ۲ 


Mexico does not meet certain. growth 





targets, it will — under strict Lconditions 


nore, rather than - 





further. ; 

Other countries were quick to note | 
the implications. Philippine Finance 
Minister Jaime’ Ongpin was. particu- 
larly pleased and now hopes thate ence. 


EUR. 


0 rescheduling: talks: are com- 


p 
layed to allow time for the fine print of | 


ers will be in a mood to make new 
lending commitments to the Philip- | 
pines, which (unlike Mexico) now "has | 
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The pacis belegt 
Japan and West Germany over i 
rates is really: a symptom of a 
problem over the role of the twe 


faster than political power. Thi 
justa question of West Germany 
Japan failing. to accept the rol 
global growth engines but of unw 
ness to follow through the political: 


‘head of the fund, and the Europ 
would not even consider a Japa 
any more than the US would accep 
non-American as head of the ba 

The US is simply not. prepares 
: accept the. diminution of its inflt 
that should follow from its move 
| exporter to importer of وف‎ o oo 

The Bretton Woods institutions. 
have simply not sufficiently adapted to 


surplus nations and of the fact tha 
* nomic power generally has shifted 


sequence of their position. There 
"Japanese or West German candidat 
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its current account in reasonably uer "m 
order. ۱ 

There was a desire to give the Baker | 
initiative another chance. And the fund | 
can still claim that “muddling through" | 
with country-by-country reschedulings | 
has so far been successful and any alter- | 
native carries much greater risks of | 
global disruption. To help the package | 
through, the bank is to give a rare (and ۱ 
much criticised) US$750 million 
guarantee to commercial banks in re- | 
spect of long maturity loans. | | 

However, itisapparent that Mexico, 
because of its border with the US and 
the threat to US bank solvency posed by | 
its debt crisis, has cut a deal against the 
better judgment of some of the: big | 


€—————— 
Deflated outlook: page 82 
Variations on a theme: page 84 


I be able to borrow. : ۱ 
have to cut its development targets even | policie 


the Mexican deal to be settled — bank- 


(USS billion) - . 
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The IMF and ۸ orld Bank avoid the real issues 


| 
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source availability of the two institu- 





By Philip Bow | ing in Washington 
Ch moke and mirrors" was how óne 
3 congressman described the US ۲ 
Senate" s manipulation of budget figures 
to make them appear to meet the 
amm-Rudman-Hollings Act's deficit 
ng. But mirrors and smoke were not 
ed to Capitol Hill. The items were 
liberally used down the road at 
it IMF/World Bank annual meet- 















€ e smoke of stale and passionless 
| ches helped shroud the fact that 
| since the so-called Baker initiative at 
۱ the Seoul meeting a year earlier, very 
| littte progress has been made towards 
a re-igniting world economic growth, 
without which debt problems cannot be 
managed rrors provided the illusion 
| ofincrea ing resource flows to develop- 
ing countries when in fact the negative 
trend of recent years has deteriorated 
over the past year.and shows scant sign 
of improvement. Self-congratulation 
. that another Mexican debt crisis had 









been temporarily. overcome took at- 


| tention away from a gloomy economic 
-forecast from the fund.. „Judged by 
^these meetings. the two institutions 
created at Bretton Woods in 1944 are 
failing to adapt. to. the, ۶ probl ems of 
“1986. 

|. The meetings | were notable for 
their lack of progress. either on macro- 
economic issues or on thé micro 
"ones affecting the management and re- 

















tions. 
- At the macro level there was 
another round of sparring between the 
US on the one hand and West Ger- 
many and Japan on the other over in- 
terest rates and demand management. 
^ Although this appears to have resulted 
ina temporary verbal truce, they re- 
. main far apart and failed to achieve a 
"breakthrough towards lower interest 
rates along the lines of the cooperation 
forged a year earlier to drive down the 
US dollar. 

The only bright note was the provi- 
sional agreement between Mexico and 
its private lenders on a new support 
package put together by the fund with 
US$6 billion in new commercial loans 

plus a similar amount from multilateral 
and official sources, along with another 
restructuring of existing debt. This had 
the appearance of being a cliff-hanging 
‘drama to meet the fund's 29 September 
deadline for an agreement: 

If this was contrive to ik with 

. |, the annual meeting, i did at least pro- 
| vide a fig leaf for US Treasury Secret- 
ary James Baker. Thé theme of new 
E POM money E the major 
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Developing cóuntry trade 
problems are brushed aside 


| 
| 
| “he World Bank-IMF meetings were 
| too preoccupied with Mexico and in- 
| terest rates to pay much heed to the 
| fund's latest economic forecasts, which 
| appear to have gloomy implications for 
| debt problems. Ht has slashed earlier es- 
| umates of global GNP growth and 
| though it is still trying to be optimistic, 
| suggesting better growth late this year 
| and into 1987,the optimism sounds a lit- 
| in 1986 industrialised: countries are 
i 


| expected to show only 










| 2.5-3% growth this year and os Same 
| next. The fund estimates that the deve- 
| loping countries’ current-account deficits 
| this vear will be 9% of exports, compar- 
| ed with only 3% last year, a huge figure 
| and one which would have been higher 
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hand 


Of the institutions for | 


16 meeting. Th 
eloping world on the ot 
were seen largely in the debt context 
rather than as a global trade and de- 
mand problem capable of being address- 





ed by transfer of funds from the capital 


surplus nations te those who most need 
it and can best use it — developing 
countries. Japan offered a 3 billion spe- 
cial drawing rights (SDR, equivalent to 
US$3.65 billion) loan to the fund, which 
is a significant gesture but of little-obvi- 
ous relevance. The fund is highly liquid 
and Japan has not proposed any new 
ideas for use of the money, so it may 
simply adc to liquidity or be used to re- 
tire other borrowings. 

The relevance « 
resource tranfe® appears to be di- 
minishing, especially for Asian coun- 
tries. In the Mexican case, the fund took 
a more accommodating stance than 





usual, even proposing the provision of | 


additional private credits if the oil price 
fell below a given level — a major con- 
cession to the need for growth at the ex- 
pense of adjustment. In the event, the 
oil-price link was rejected by the 
private bankers who were fearful that 





(Capital-importing developing countries) | 


Source: IMF. 


REWEWTABLE by Andy Tang 


i 
| but for swift action by some countries to 
| cut imports. These figures should. be 
| sending out alarm bells, but the indus- 
| trial-country ministers assembled in 
| Washington seemed more concerned 
| about petty infighting over who would 
| be the next managing director of the 
| fund. 
| After several years of painful adjust- 
| ment and low growth, developing coun- 
| tries still find themselves with huge cur- 
| rent deficits. Their incentive, indeed 
| ability, to meet. debt obligations is 
rapidly eroding. Even the fund is. now 
| beginning to recognise that a major 
| reason for global sluggishness “has been 
| the unexpectedly sharp cutback of im- 
| ports by developing countries." What 
| else was to be expected when the IMF 
| has been demanding just such “adjust- 
| Ment” is hard to imagine. The Latin 
American import cutbacks which have 
so damaged US exports in the past few 
years now seem to be spreading to some 
Asian countries as well as Middle East- 
ern oil exporters. This could. be as 











External debt 
All countries — % of exports ۱ 





other borrowers. would ask for similar | 
facilities to accemmodate their com- 


raodity-price problems. But IMF pro- 
motion of more commercial lending is 


not being much supported by increased | 


injections of its own. It seems to be 

backing away from medium-term facili- 

ties except for crisis cases. : 
During the year to June repayments 


by members marginally exceeded credit | 
availments. Although “enlarged ac- | 


cess" — borrowings in excess of quota 


— has been maintained at existing | 


levels, there has been no progress to- 
wards speeding up of a general increase 
in fund quotas. And there has been no 


issue of SDRs for several years because | 


of opposition, especially by West Ger- 
many, on the grounds that international 
liquidity is adequate. Even outgoing 
managing director de Larosiére felt con- 
strained to mention the failure both to 
make new SDR issues and to develop 
the use of the SDR as a reserve asset as 
cne of the major disappointments of his 
term of office. ۱ 


> | the de 


















one from any country east of India.  r 
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raised at the time of the next 
al increase, and it is keen for an 
' review of IMF quotas to enable 
voting stake to be raised, change is 
ly to be slow and grudging. At pre- 
t it has a derisory 4.3% of votes 
mpared with 19% for the US and a 
mbined. EEC total of pearly 25%. 
an's lack of desire to press. hard for 
g rise in its role and responsibility 
-matched by the unwillingness of the 
xisting powerholders to see their 
ates diluted. 

















ttitudes. and policies at the fund 
so- mirror the skewed voting 
and thus discourage more active 
yuntries with recently enlarged 

n the world economy. Colonial 
acies run deep in its attitudes. Top 
re. dominated by Europeans and 
ns, with a few Subcontinental 
on, Not one of the top 22 staff 
is held by a Japanese or indeed 




































F managing director Jacques de 
Pre urges more international co- 
1 but he and his staff act as 
the most dynamic part of. the 
.the one whose cooperation is 






portance 


ngton for revaluation of dollar-linked 
urrencies of countries enjoying large- 
rade surpluses with the. US has been 
uilding up for several months and is al- 
host certain to increase. But the theme 
beginning to be taken up by other 
ECD countries in the context of the 
und's surveillance of exchange rates. It 
s suggested that countries now playing 
| major trade role should be "responsi- 
` and not keep currencies artificially 
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-In fact the fund has looked at South 
orea and apparently believes. that 
given the size of its debt and possibly 
transient nature of its present current- 
account surplus, allowing the won to fall 
‘with the dollar may not have been inap- 
proriate. But. even if it were, the tiny 
role that newly successful nations play 
in the fund seriously. weakens its ability 
to have moral suasion on these coun- 


tries. — ۱ hat AR C. 
—Trade imbalances between the US 























_ a substantial role in the Territory's growth while expanding from its traditional cargo business into | 
. various other sectors of activities. To bring it up to date with the Company's diversified interests, - 
. and to reflect its currently predominant role as a parent holding company, the Company has changed 
. its name to “The Wharf (Holdings) Limited”, with effect from 6th October, rud i | 
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ne Since its registration as Hong Kong's seventeenth company in 1886, The Wharf Company has played 
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Ithough a main theme of the Baker | auspicious moment for the. کل‎ 

A initiative is that the World Bank proach congress. . OEE T sus 
play a larger role in debt alleviation The resource constraints make new 
though catalytic policy-based lending, | president Barber Conable's avowed in- 
the plain fact is that its contribution to | tention to emphasise the need for pov- 
the net cash flows of developing coun- | erty alleviation — an echo of the 
tries hasbeen falling. ° ۱ | McNamara years — sound rather hol- 
While loan approvals have been ris- | low, given the existing and politically 
ing — from US$11.3 billion in fiscal | more pressing need to help those with 
1985 (ended 30 June 1985) to US$13.2 big debts, who are by and Mine not the 
| 
| 
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billion in 1985-86 and a probable US$15 | poorest. 

billion this year — disbursements have The debt pri 
been static forthree years. A quicken- | the bank's. role 
ing of programme- and sector-lending | problems are few 
disbursements has been offset by delays | East Asia and th 
to projects caused by budgetary prob- | cally borrowed. oi 


rity also indicates that 
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n. Asia, where debt 
sly to diminish. 
^àcific have histori- 
‘roughly the same 





lems in recipient nations. scale as Latin 3 it last year, 
Meanwhile, tepayments of earlier | despite increased borrowing by China, 
loans have been rising — to US$3.8 bil- | the region got US$3.1 billion in approv- 


lion last year — leaving a net transfer of 


: als. compared with Latin 
US$4.5 billion, roughly equivalent to 


US$4.7 billion. 
South Korea remains a large be _ 
rower though its net disbursements are 
now. small due to repayment-of prior 
loans. There have even been sugges- 
tions that South Korea should be.asked 
to repay some loans early to help out 
other, more needy recipients. Thailand 
-| has specifically opted to. reduce its re- 
‘| liance on the bank with only. US$93 mil- 
. lion in new loans last year. Malaysia, on 
the other hand, seems to be moving to- 
wards increased borrowing from the 
3 bank. a FL oH ix. ES 
i^. Indonesia has been as badly hurt 
by.tlie oil price as Mexico, but its ad-. 
mirable adjustment efforts seem un- 
likely to be rewarded by increased 
loans. The bank feels that as Indone- 
| sia is already a very major borrower, 
and still has access to private mar- 
| kets, it should not expect more. Assist- 
| ance for the Philippines on the other 
hand, officials stress, is mainly con- 
strained by policy adjustments anda — 
ministrative.delays rather than access 
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funds. 
Although 


the interest and fees paid by borrowers 
to the bank. 

Net disbursements should rise in the 
next two years as more sectoral loans 
are disbursed. The decline of the US 
dollar will also boost disbursements 
which are mostly in harder currencies. 
But the figures point up the impossibil- 


the overall trend away - 
from Asian lending may be under- 
standable,; it carries the implication, 
that the ability to use funds effi- 
ciently for development is of declin- 
ing importance in the bank's scheme of 


things. 
Asian perceptions apart, the modest 
k * 









ity of the bank doing significantly more | global,contribution of the bank is under- 
without a major capital increase and a | lined by the fact that its soft-loan af- 


filiate — the oft-forgotten International 
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further relaxation of lending criteria, | gotten ink 
| Development Association —- is con- 
| 
I 
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something which could damage its care- 
fully nurtured reputation in capital mar- 
kets. 

Although the bank will reach and 
perhaps surpass its sustainable lending 
level this year. the rich nations are in no 
hurry to start discussing a capital in- 
crease. All express agreement in princi- 
ple to a capital increase but prefer to 
wait until it is "needed" — as though 
need was not already clear — and for an 


tributing almost as much to capital flows 
as its parent. Last year, IDA disburse- 
ments were US$3.1 billion and repay- 
ments négligible. Prospects for the soft- 
loan window are also quite encourag- 
ing, with 
reached on 
ment for the tfire& Years beginning mid- 
1987. This represents a small increase 
in real terms in total IDA funds over 


agreement in principle 
1 "US$12 billion replenish- 
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Asian borrowers will benefit little from new ideas 
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. Although the decline in oi ۱ 
seen a major cause of the increase in de- 


veloping-country deficits, equally im- 
ortant has been the fall in non-oil com- 
nodity prices which has more than 
‘offset lower oil prices for fuel-importing 
developing countries. Overall deterio- 
ration in developing-country terms of 
rade this vear is likely to cost them 
ome US$50 billion, a sum which dwarfs 
capital flows at present and suggests 
that further import cutbacks are inevita- 
‘ble. This imbalance has, geceived much 
less attention than the US-Japan trade 
issue, though its consequences for 
global equilibrium are almost certainly 
-more serious because of the absence of 
‘sufficient intermediation to balance cur- 
rent surpluses with capital flows. 
. Inthe end, however, the problem is 
of such magnitude that only trade can 
‘resolve it. But beyond ritual calls for 
free trade there was little discussion of 
he trade link. Ministers. rested on the 
doubtful laurels of the Sep- , 
ember Gatt meeting in ` 
Punta del Este. Although the 
fund makes much of the 
merit of surveillance, the 
-process apparently does not 
-extend to the impact of 
Zuropean., agricultural ex- |: 
port subsidies — of which |: 











fance is the main be- 
eficiary — on-world debt 
problems. Thisled one cyni- 
Idelegate to remark that it 
‘ould surely be too much to 
k de Larosiére to spoil his _ 
chances of returning toca ` 
-good job in the administra- 
ion of French Premier Jac- 
.ques Chirac, who has de- 
^clared European agricul- 
tural policy to be non- 
. negotiable. 

Although the fund is pri- 
marily concerned with sur- . 
veillance of exchange rates | 
and other financial matters, 
its lack of willingness to take up the de- 
vastating impact on payments balances 
of trade disruption is merely hastening 
the day of widespread débt default. 

The latest sharp deterioration in de- 
- veloping-country terms of trade comes 
at a time when they are still suffering 
. from high real interest rates that are re- 

sulting in a major transfer of resources 
to creditor countries. Interest payments 
are running at around US$70 billion and 
the dfcline in export incomes is driving 
` the debt-to-current-receipts ratio to an 
^ all-time high of 179%. The situation is 
beyond the reach of the overstretched 
private banking system while the new 
owners of funds, the Japanese savings 
institutions, have little interestand any- 
way are ill-equipped to redirect their 
cash flows to less-developed countries. 

Deflation is feedingon itself. 
-. — Philip Bowring 
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Emm European currencies intthat,in |‏ 
US-dollar terms, loans outstanding in- |‏ | 
creased by US$12 billion last year — a |‏ 
significant increase in the repayment |‏ 
burdens for borrowers. The Baker po- —‏ 
licy of funding in low-interest-rate | -‏ 
currencies (which has caused the sharp |‏ 
increase in the dollar value of repay-‏ 
ments due by borrowers) has not yet |‏ 
come in for criticism. The bank believes -‏ 
that over the life of a 20-year loan, in- |‏ 
terest-rate differentials will probably |‏ 
more than offset changes in currency |‏ 
values. ; ۳‏ 
Having optéd for a low-interest-rate | -‏ 
policy, the bank is keen to make bor- |‏ 
rowers at least aware of the possibility | -‏ 
of hedging. ` Fa‏ 
When the US dollar was strong, M‏ 
bank treasurer Eugene Rotberg in- |‏ 
formally suggested that borrowers | E‏ 
might want to consider locking in | —‏ 
their exchange profits through the |‏ 
futures market. Now the bank is con- | -‏ 
sidering either offering hedging to | —‏ 














































Meanwhile, though borrowers from | 


result of declining interest rates. 


10 -— Philip Bowri 
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LOREAL 
The consolidated sales of L'ORÉAL and 


its French and foreign subsidiaries amounted 
to 9.333 billion francs in the first half of 1986. 





The actual growth in sales in comparable E 
terms, i.e. using same structure and ex- | 
change rates, was 12.2% over the same | 
period in 1985. P 


The consolidated net profit at 30 June 
1986 (excluding appreciation and the reper- 
cussions of reserves for investments) was X6 
472 million francs compared with 407 million  . ۳ 
at 30 June 1985, i.e. a growth of + 6۰: 


The rise. in value of the yen and 
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.| 1984-87. However, due to the needs 
of Africa, Asian nations probably will | 
not benefit from any increase in net 
flows. 

All told, the only part of the bank 
where there is a strong feeling of op- 
timism is the private-sector and equity- 
oriented International Finance Corp., 
which is not only stepping up its rate of 
investment but is proving a catalyst to 
developing securities markets and debt/ 
equity swaps. 


D espite progress in these areas, many 
Observers fault both creditor and 
debtor nations for failure to use finan- 
cial markets more effectively. The 
markets, they say, could be used to 
offset risks and create new instruments 
which would attract risk capital to the 
developing world without exposing host 
nations to direct foreign ownership of 


assets. | 4 
At a time when countries are crying Conable: echoing McNa 


out for new investment, there is great 


sistance to opening up domestic capi- | options markets, initially in US dollars | those who request it, or providing tech- | 
-..1 markets — even government bond | and sterling. It is also examining the | nical assistance to borrowers to do their | 
possibility of offering borrowers a | own. 19 

The bank itself is hoping to make | hedge against currency movements; the 
more effective use of financial markets | bank has always tended to borrow in | the bank have taken some hefty book | | 
to hedge interest and perhaps currency | low-interest currencies, and US-dollar | losses from the fall of the US dollar, the | | 
risks. The board is to be asked soon to | borrowings are only US$12 billion out | bank itself made US$367 million in capi- | 
allow the bank to hold its liquidity in | of total borrowings equivalent to US$65 | tal gains on its liquid-asset portfolio as a n 


markets — to foreigners. 


fixed-interest securities of any maturity, | billion. 
and to deal in interest-rate futures and 


THE REVIEW OF 
ADVERTISERS 1985 


The advertising carried in the Review in 1985 repre- 
sented every category from airlines and hotels, bank- 
ing and financial services, liquor and luxury products 
through to shipping, industry, and many many more 
from over 550 of the world’s leading companies. 


With an average of 50 pages of advertising per issue 
and a total of over 2,600 pages through the year, the 
Review continues not only to be compulsory reading 
for senior executives conducting business in Asia but 
a compulsory part of any advertising schedule aimed 
at Asia's decision makers. 


The Review's "Review of Advertisers 1985" contains 
a sample of every campaign carried by those com- 
panies promoting their message to the highest con- 
centration of influential, affluent individuals available 
through any publication in this region. 


If you would like a copy of this booklet, write on com- 
pany letterhead to: rol 
Ms Flaine Goodwin 
Geneal Sales Manager 


Far Eastem Economic Review 
GPO Box 160, Hong Kong 
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Bigger and more complete than ever . . .‏ 


The People's Republic of 
China Year-Book 1986 


UE 


All the information on China you'll ever need in a single volume . . . 
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The People's Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless , 


Ts 4 M 
binteqob A other subjects. 
“a Ae Y What is it? 


L. 5 i - The result of thousands of man-hours, the People’s 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 


ples Republic of China professionals who know China intimately. The result is a 





Year Book book of unmatched breadth and depth. 
1956 Who needs it? 

Completely indexed, the People's Republic of China 
| ۱8 o م۱‎ W fi Year-Book 1986 places thousands of facts and bits of 

۱۳: _- ES 1 information at your immediate disposal. The book is 
LM essential to businessmen, financiers, students, professors 

and virtually anyone with a need to know or a keen interest 

in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 


enjoyable as well as informative reading. 


How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$89.95 (or the equivalent in local currency) to the 
indicated address. 





| All new updated edition Hard Cover 828 pages 


Clip and mail this coupon today! Send to: 


Please send: ..:. .-. .. copy(s) of The People's Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 
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to the floor in future to create greater 
liquidity. By offering a contract based 
on the local stockmarket, which has a 
substantial following among individual 
speculators in Malaysia and Singapore, 
the KLCE is clearly hoping to attract in- 
terest from wealthy individuals who are 
likely to be more familiar with the con- 
tract's underlying asset than with palm 
oil or rubber. 

The KLCE may also be hoping that 
the new contract will take business from 
the Singapore International Monetary 
Exchange (Simex), whose futures con- 
tract in Japan's Nikkei stocks index has 
enjoyed a Realthy turnover averaging 
800 lots a day since its launch on 3 Sep- 
tember. Sources estimate that around 
50% of Simex's Nikkei volume comes 
from its locals, indicating a high level of 
speculator interest which could transfer 
its attention to the more-familiar KLSE 
Composite Index contract. 

Time is not on the KLCE's side, 
however. The introduction of the new 
contract depends on the composite 
index being updated constantly to pro- 
vide speculators with the current spot 
reference price. But real-time price re- 
porting is not expected to be im- 
plemented on the stock exchange until 
December or January, and KLSE chair- 
man Nik Mohamed Din stated at a press 
conference on 3 October that all being 
well, trading in the composite-index 
contract would not start until the end of 
next year at the earliest. 

So far, a joint working committee set 
up by the KLSE and KLCE to study the 
implementation of the contract has met 
only once and it has not yet gone into 
any detail. Of concern to the KLSE is 
the effect that such a contract might 
have on the actual workings of the 
stockmarket itself. 


N“ Din has just returned from the 
annual meeting of the International 
Federation of Stock Exchanges in Lon- 
don, which heard that trading in deriva- 
tive products, such as futures and op- 
tions on stock indices, is now thought to 
transfer risk to underlying physical mar- 
kets, making them more volatile. After 
the tribulations of the past 12 months, 
the last thing the KLSE needs is added 
volatility. Nik Din said that before thé 
KLSE gives its approval to the trading 
of the index contract, “this is one con- 
sideration we will have to take into ac- 
count." 

he new tin-futures contract being 
proposed by the KLCE could provide 
the stop-gap. According to the chief 
executive of the KLSE, Syed Abdul 
Jabbar Shahabudin, tin could be traded 
on the exchange as early as March, pro- 
vided the revamping of the Kuala Lum- 
pur Tin Market (KLTM) goes ahead as 
planned next month. This restructuring 
is vital to the creation of a healthy under- 
lying cash market. It also would permit 
the two other main producers of tin 
in the region, Thailand and Indonesia, 
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KLCE traders: stimulating turnover. 


COMMODITIES 


Contractual aggravations 


The KLCE looks for new business as turnover remains slack 


Neither of those conditions has been 
met, however. Only last month, BN 
governor Datuk Jaafar Hussein was 
threatening to withdraw authorised 
foreign-exchange dealer status from 21 
of the 38 licensed banks in Malaysia for 
failing to provide regular two-way quo- 
tations. Meanwhile, the two contracts 
being offered by the KLCE — crude 
palm oil (CPO) and rubber — are at- 
tracting very little attention. “We are 
struggling to make it look like an ex- 
change at the moment,” one member of 
the KLCE committee told the REVIEW. 

The CPO contract has never recov- 
ered from the disastrous attempt by 
Kentucky Fried Chicken king, Loo 
Cheng Ghee, to corner the market in 
1984 (REVIEW, 12 July 84). Daily turn- 
over was averaging about 160 lots by the 
end of August this year, compared with 
2,000 lots prior to the suspension of 
trading in March 1984. Despite the re- 
cent blip in prices, the number of lots 
being traded is no higher, though open 
positions have now reached a more re- 
spectable 1,950. 

Similarly, the Standard Malaysian 
Rubber (SMR)-20 natural-rubber con- 
tract, which superseded the Ribbed 
Smoked Sheet (RSS)-1 contract in 
March, has found very little support in 
the market. Only 106 lots were traded 
during August, compared with more 
than 1,000 a month during 1984. 

In choosing a stock-index contract, 
the KLCE seems to be burying its ear- 
lier principles in its bid to build up vol- 
ume. The move coincides with a deci- 
sion taken recently to-allow individual 
members — the so-called locals — on 





By Nick Seaward in Kuala Lumpur 


fter nearly a year of lacklustre trad- 

ing since its re-opening, the Kuala 
Lumpur Commodity Exchange (KLCE) 
is pressing ahead with ambitious plans 
to stimulate turnover by offering new 
contracts in palm oil, cocoa and tin. 
Furthermore, in a major departure from 
previous policy, the KLCE has decided 
to extend its operations to include finan- 
cial futures as well. 

Speaking at the KLCE's annual gen- 
eral meeting on 19 September, chair- 
man Tan Sri Lee Boon Chim said that 
the exchange is studying a stock-index 
futures contract based on the new Com- 
posite Index compiled by the Kuala 
Lumpur Stock Exchange (KLSE), and 
other financial instruments may be 
under consideration. "Although the 
current emphasis of the KLCE is on pri- 
mary-commodity contracts," Lee said, 
“the exchange also has plans to include 
financial futures so as to provide a 
broader base and more opportunities 
for traders,” 

The decision to include financial fu- 
tures represents a complete reversal of 
the government's strategy for the deve- 
lopment of the KLCE, which was estab- 
lished six years ago to provide reference 
prices for Malaysia's primary com- 
modities. At a promotional seminar 
held on 28 October 1985 — a day before 
the KLCE was re-launched Datuk 
Lin See Yan, the deputy governor of the 
central bank, Bank Negara (BN), stated 
that financial-futures contracts would 
only be considered once the primary 
contracts had become established and 
the local financial markets more sophis- 
ticated. 
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The trader added that traditional 
links between the London and Kuala 
j Offered the 
best chance of success. However, the 
traders in both Lohdon — which trades 
a futures-price index based on a compo- 
site of the main international physical 
markets — and Kuala Lumpur — which 
trades the new SMR-20 contract — will 
probably be able to do little together 
other than console themselves over 
their eclipse by Singapore. The Singa- 
pore market has captured most of the 
rubber-futures trading, handling an es- 
timated 80-100,000 tonnes a month 
through the Rubber Association of 
Singapore's “whispering” system, com- 
pared with the paltry 5,000 tonnes a 
month on the KLCE's open-outcry sys- 
tem. Oo 
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INDONESIA 





hence the government's new-found en- 
couragement of the informal sector. 
Government statistics, 
based on a definition of em- 
ployment as constituting one 
hours work a week, was 
63.4% in 1985. The work- 
force is expected to increase 
by at least 2 million a year. 
Looking around for en- 
gines of growth may prove 
difficult. An Opec meeting 
planned for this month is 


unlikely to provide any 

stimulus to production 

levels of crude and conden- 
REVIEWTABLE by Ricky Hui — ۰ 


Exports of gas will help. There are 
currently about 15 million tonnes of 
liquefied natural gas going to Japan 
every year at a provisional price of 
around US$15.60 a barrel pending final 
agreement on a new price (REVIEW, 9 
Oct.). Agreement will pave the way for 
confirmation of a 2 million-tonne-a- 
year contract with South Korea and a 1.5 
million-tonne-a-year deal with Taiwan. 

In the non-oil sector, monthly rub- 
ber production remains roughly at the 
1985 average of 25,700 tonnes. Monthly 
tea production is down slightly from 
8.570 tonnes to 6,500 tonnes. 

Efforts to increase production of 
non-oil exports continue, but Indonesia 
is hampered by weak world markets for 
primary commodities. Figures from the 
Ministry of Trade show a drop in the 
trade surplus from US$784.9 million in 
June to US$275.9 million in July. In July 
1985, the surplus was US$1.01 billion. 

Provisional figures show exports of 
US$1.2 billion and imports of US$926.9 
million in July compared with US$1.76 
billion and US$747.2 million respec- 
tively in the same month last year. 

— Vaudine England 
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| Lumpur rubber markets 





system would not have the advantage of 
the mutual-offset system thàt Simex has 
set up with the Chicago Mercantile Ex- 
change, but it would make international 
trading easier without having to stan- 
dardise all the contracts. exe 3 
Although KLCE chairman Lee told 
the press recently that the idea has al- 
ready been accepted by all four ex- 
changes, KLCE officials admit privately 
that in practice, the only real hope of a 
foreign link-up lies in London, because 
of Japan's restrictions on individuals 
trading in foreign-currency instru- 
ments. Local rubber traders concur with 
this view. “I think the link with Japan 


ECONOMIC MONITOR 
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1986: 1st quarter, 2nd quarter. 


9.9] billion. BI figures show a drop of 
1% in money supply since the beginning 
of the. year compared with the total at 
end-1985; money supply in 1985 had 
grown 1796 compared with 1984 figures. 

The consumer-price index (CPI) 
rose 3.1% from January to end-August, 
recording its biggest jumps in January 
(1.26%) and May (1.2796). Using March 
1979 as 100, the CPI in August for 
foodstuffs ‘was 244.9, housing 293.23, 
clothing 233.08, miscellaneous 261.89 
and for general cost of living, 260.13. 
For September, when the devaluation 
was announced, the CPI rose 2.81%. 

Local transport and utilities prices 
have remained stable following the de- 
valuation. President Suharto took the 
unprecedented step of visiting various 
markets in Jakarta in the week after the 
devaluation to exhort traders not to 
bump prices up. Supermarkets were 
either cleaned out or closed on the day 
after the devaluation and many have 
since marked up prices on goods which 
were imported before devaluation. 
Price increases averaged 20-40%. 

The brunt of the devaluation effects 
are being borne by the urban poor — 
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y and more importantly, allow the trad- | 


in-price ramp (REVIEW, 2 Oct.), would 
make international dealers very wary of . 


` To stimulate interest in the SMR-20. 


` venue of US$12.4 billion for 1986 will in ` 
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ng of warrants to enable the metal to be 
old on the exchange more than once. 

So far, the response from the Thais 
ind Indonesians to the internationalisa- 
ion of the KLTM has been a cautious 
welcome. However, commodity traders 
n Kuala Lumpur told the REVIEW that 
he recent admission by the Malaysian 
Government of its role in the 1981-82 


















































doing business here. A high-powered 
delegation from the States ۵ 
Chamber of Mines is curreatly under- 
taking a publicity mission to Japan, the 
US, West Germany and Britain to try to 
convince them otherwise. 7. 


rubber contract, the KLCE is seeking to 
| establish links with three rubber ex- 


"P he 12 September devaluation of the 
WM rupiah by 31% against the US dollar 
has taken the doublespeak out of In- 
| donesian policymakers’. pronounce- 
|. ments. It is now publicly admitted that 
| the drop in oil and ratural-gas earnings 
| is strangling the economy: predicted re- 
| reality be just 60 billion. In terms 
| of net contribution to the balance of pay- 
| ments, this means a US$4 billion drop. 
| Minister of Finance Radius Prawiro 
| admitted that the projected current-ac- 
` count deficit of US$2 billion this year 
- could triple. 
a _ As companies and banks scrambled 
| to revise yearly budgets following the 
| - devaluation, few were expecting a posi- 
۲ tive growth. The government estimates 
| about 2% growth over the current fiscal 
| year (ending March), a figure the World 
. Bank claims is possible if reforms on in- 
| vestment and industry are carried out. 
| However, one Western embassy esti- 
| mates a 3% contraction. 
Ir ` Monetary policies are being looked 
| at increasingly as a means of stimulating 
the economy, despite largely negative 
| reaction from the business community 
| tothe devaluation. Bank Indonesia (BI, 
| thecentral bank) denies that foreign-ex- 
| change controls will be imposed, and 
| says that discussion is under way on rais- 
| ing the current limit (US$2.5 billion) on 
| swap facilities through the bank — 
which would have the effect of making it 
| easier to deal in foreign currencies. 
| Narrowly. defined money supply 
| (currency in circulation and commer- 
 €cial-bank demand deposits) totalled 
| Rps 10 billion (US$6.1 million) in mid- 
July, a decrease of 2% from mid+June. 
In January, total money supply was Rps 
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e Floating rate loans. And variations of these. 


Balance Manager 


Now you can see both your consolidated and individual 
operating unit accounts quickly and easily. And vour 
company s complete cash management picture can be viewed 
through full integration with International Treasurer and Debt 
Manager. Showing where you ll have surplus funds available 
for investment, now or in the future. 


These new decision support products join MicroWorld's 
Asia Treasury Services to give you unsurpassed financial control. 





And they provide you with a multi-bank capability. So vou can 


see the complete financial picture, instead of just pieces. 


NO other electronic banking system offers this rarfge of 
products, or is backed by the complete commitment to 
service and support provided by Bank of America's global 
network. 

If you'd like to know more, call Bank of America. You'll 


see why MicroWorld has put our name on the map for 
electronic banking. 


& 





MicroWorld Services — the next generation of electronic 
iking, where information resides in a microcomputer in 
your Office. Not in the bank's mainframe. 





Now MicroWorld becomes unique for its power and 
versatility. Because we're adding three new products that are 
eunequalled. 


International Treasurer 

Evaluations that once took weeks can now be done in 
minutes. The "What if" analysis shows the impact of projected 
rate changes, so you can decide on action before rates move. 
International Treasurer manages: € FX contracts * Short term 
loans * Short term deposits * Acceptances * Certificates of 
deposit. And a great deal more. 


Debt Manager 

With Debt Manager the handling of long-term debt 
instruments now becomes surprisingly uncomplicated. And 
timely identification of alternative funding opportunities is 
provided using projection reports based on your forecasted 
borrowings. These can include: 
e Fixed rate loans * Capitalised leases * Floating rate facilities 


Bank of America 
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With the new long-range 747-400, nonstop All at the lowest cost per seat mile of any 
service will now be possible between such distant intercontinental jetliner in history. 
cities as Singapore and London; San Francisco and The 747-400 is an advanced aircraft that 


Hong Kong; and Taipei and Los Angeles. can fly 450 passengers a full 8,000 miles, nonstop. 


Reachi ing new depth. 


at 5 revolutions a minute... 


Meeting anti-friction needs. the huge bearings... and their individual components. . . 





" bearing application. 


Imagine tunnelling machines so long that an 
Olympic sprinter would take 20 seconds to run the length 
of one. 

Crew-carrying, laser-directed giants some 200 
metres long that can bore out 50 metres of full face tunnel 
a day, 8 metres high. . 

These are the kind of machines that are opening up 
coal seams several hundred metres beneath the surface - 
some more than a kilometre underground. 

Few companies can create bearings that are tough 
and exact enough to support grinding forces of more than 
30 times the power of an average bulldozer. 

SKF has met the challenge, with massive tunneller 
bearings, both taper and cylindrical. 

At nearly two metres in diameter, they are large 
enough for our quality controllers to climb inside. And 
with masses of nearly 3.5 tonnes, outweigh each of them 
forty times over. 





Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing - where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 8096. 

For this, high standards of metal-working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

At SKF, were constantly uncovering new depths of 
bearing application. 


SKE Theexact bearing. 
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Now from Far Eastern Economic Review Ltd. 


Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principle source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 


Hanson Uniquely Qualified... 


Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 


JAPAN FINANCIAL 


REPORT 


Published Fortnightly ... 
The Most Authoritative Newsletter Of Its Kind... 
We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 


Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia’s leading business/news 
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magazine. 
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frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 


Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep you 
abreast and, in many cases, ahead of rapidly changing events which can and often do affect Japan's 





R1016JFR 


Subscribe Now... 


FAR EASTERN ECONOMIC REVIEW LTD 
PUBLICATIONS DIVISION 
GPO BOX 160, HONG KONG 


[] Please enter my subscription to the JAPAN FINAN- 
CIAL REPORT for the indicated term. 


Ienclose cheque/M.O. in the amount of . (Or) 

O Please charge my credit card. 

O 6months US$272 O 1year US$495 
(Payment may be made in equivalent in local 
currency) (Please print in block letters) 

Name 

Address 





Charge 
card 





Expiry date 


Card Number 


Signature 


financial, economic and industrial well being. 


Act Now And Begin Reaping The Benefits... 


Don't delay! No other publication of any kind 
can match the scope and depth of information 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- 
ing about it. To subscribe simply complete the 
special trial subscription order form and return 
it with the indicated amount in the handy self 
addressed envelope. 


JAPAN FINANCIAL REPORT is designed 0 
help you by providing vital information you 
need which in the short term might save you 
time? energy and money, and in the long term 
help in strengthening your Japanese business 
activities. 


Guarantee... 


Should the JAPAN FINANCIAL REPORT fail for 
any reason to live up to your expectations you 
may stop your subscription at any time. We'll 
promptly refund the unused portion of your 
subscription payment. So you see you have 
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Your pleasure is a priority on Sabena Business Class. 


Sabena. 
Savoir faire in the air. 


Sabena Business Class. 
We put the emphasis on class. 


hot towel, some music or a good movie ? No 
problem. And when you arrive, you'll find 
your luggage is the first to be unloaded. 
That's Sabena savoir faire. 

Should you depart from or arrive at Brus- 
sels international airport, you'll be delighted 
by the friendly, hassle-free atmosphere. And, 
its only minutes from the heart of Brussels. 

Whether you travel far or near, it's a real 
pleasure with Sabena Business Class. 


Your travel agent or Sabena office has all the 
details. 





BELGIAN WORLD AIRLINES 


With their intercontinental Business Class, 
Sabena have thought of everything. 

Enjoy the brand-new ergonomic chairs in the 
extra roomy cabin at the front of the DC-10's. 
Special check-in facilities, spacious lounges 
at most major airports, priority boarding and 
unboarding will keep you away from the 
crowd. 

You can sitback and relax while our spe- 
cially trained cabin staff serve you compli- 
mentary drinks - including champagne - and 
a choice of menus served on fine tableware. 
Perhaps you'd like your favorite magazine, a 


Make sure you're booked aboard es 
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that failing monsoons have cast a - 3 
Still, market observers expect | 
the Indo Gulf issue to be fully sub- | > 


tium of strong family firms includ- | 
ing the Birlas, plus the Uttar | | 
Pradesh gpvernment's investment _ 


Then, too, government-backed Le 


tiliser sector on the market in re- | 


million worth of the Indo Gulf | 3 


At least new outfits like Indo | - 





E aou 


fertiliser shares in particular now 
pall over agriculture. 


scribed — and then some — on the 
strength of its promoters: a consor- 


company and Bahrain interests. 


institutions have stepped in to 
prop up shares of the pivotal fer- 


cent weeks, and the government's 
Unit Trust of India has already 
committed itself to buying US$25 






scrip. 


Gulf can still get permission from the 


CCI to tap what little liquidity remains | _ 
in the stockmarket. Established stal- | 


warts like Reliance Industries, Tata 
Iron and Steel Co. (Tisco) and Indian 
Rayon (one of the Indo Gulf promoters) 
cannot even go to the well. Their appli- 


cations for fresh capital issues have been 


stalled for weeks. 

Part of the reason might be the hefty 
premia they have sought. Beleaguered 
Reliance has had to trim its sails, shav- 


ing 40% of its premium request for a 


US$4 billion debenture issue. But the 
others are still insisting on 400% mark- 


ups over the nominal value of their | 
scrip. Tisco plans a US$2 billion rights | 


issue, while Indian Rayon will offer 
two debenture issues of about Rs 800 
million each, one convertible and one 
not. 


For all its reticence about permit- 


ting these inflated capital issues, how- 
ever, the government itself is not above 
issuing its own gradually eroding scrip 
in ever-heftier denominations. The 


Reserve Bank of India (the central. T 


bank) will start minting Rs 500 bills 
this month. The largest unit of In- 


dian currency previously issued was 
Rs 100. 


There used to be Rs 1,000 notes, but | 


they were demonetised during the 
Janata interregnum on the grounds that 
only the rich could use them — and 
usually for shady purposes, to boot. 
In those days, holders of the Rs 1,000 
bills were asked so many awkward ques- 
tions when they presented them for ex- 
change that the big banknotes wound up 
selling at a 70% discount on the black- 
market. 

Shroff has not yet seen a specimen of 
the new Rs 500 notes, but expects them 
to be printed in sombre grey, at least, if 
not in outright ebony with gilt letters, 
like chocolate wrappers. 
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on the ‘buy’ side of the market, how 
can stock prices go anywhere but 
up?" 

e UP-BEAT talk like this suits an in- 
dustry that has just won the right to ad- 
vertise. The Finance Ministry has lifted 
the long-standing ban on brokers pub- 
licising their own services — as long as 
someone in the firm expressly assumes 
responsibility for the content of the ads 
and the copy is vetted by stockmarket 
officials for accuracy, equitability and 
clarity. This sober-sided scrutiny might 
not make for the punchiest publicity, 
but at least the ads might give the indi- 
vidual investor more of a sense of shop- 
ping for share-broking services in a 
buyers' market instead of being at the 
mercy of a semi-hereditary caste of 
^dalass.e. o. 

Maybe the brokers' ad men can tout 

their clients’ wares on a straightforward 
fire-sale basis: "Bargains on blue chips, 
buy now while supplies last.” Or maybe 
they can command investor confidence 
to return, in the manner of ads for a 
local guru which appeared in the local 
press recently: "In Sahaja Yoga it is 
compulsory to be happy." 
e IT would take plenty of compul- 
sion to induce much happiness in the 
promoters of Indo Gulf Fertilisers, 
the biggest-ever equity issue on the 
BSE. Just when Dalal Street has been 
witnessing a spate of new-issue duds 
(in marked contrast to last year’s giddy 
over-subscriptions), the Controller of 
Capital Issues (CCI) has given the 
US$7.2 billion Uttar Pradesh-based 
urea plant the green light to float Rs 800 
million (US$62.6 million) worth of par- 
valued scrip. 

The shares go on sale next month to 
Non-Resident Indians, and to local pun- 
ters the following month. They could 
prove hard to place, with investor appe- 
tite flagging for scrip in general and for 


The ups and downs of Dalal St 


Bombay dealers: self-praise. 


e LIKE storm survivers, Bombay 
brokers, investment bankers, fund 
managers and punters these days talk in 
tones of dazed self-congratulation. 
Throughout the boom of the mid-1980s, 
doomsayers predicted that share prices 
would end up taking a swan dive out the 
window of the gleaming new Bombay 
Stock Exchange (BSE) skyscraper. In- 
stead, the market has merely taken a 
tumble down a few flights of steps — it 
was jolting, but not fatal. And now, if 
the Dalal Street tip-sheets are to be be- 
lieved, the market is ready to clamber 
shakily on to its feet, dust itself off and 
start the trudge back upstairs (much the 
fastest way to ascend in the BSE build- 
ing, where the lifts are painfully slow 
and-chronically packed). 
The stair-step pattern of the BSE 
dex's fall shows up in the graph of its 
"quoted values over the past quarter. 
Each jog on the downward path corre- 
lates with an item of dispiriting news: 
tax raids on major industrialists, a snap 
cabinet decision against. convertibility 
of popular debentures, terrorist attacks, 
controversies surrounding market 
leader Reliance Industries, and poor 
monsoons in some parts of the coun- 
try. 
If a market decline is in the cards; 
Shroff would rather have it over a 
period of months, in relatively evenly 
spaced increments with consolidation 
"breathing spells" in between. That is 
what distinguishes a "market correc- 
tion" from a crash. It is healthy, too, 
that the price drops should be in re- 
spónse to exogenous news, rather than 
to internal market queasiness. As one 
broker puts it: "If you must take a spill, 
better it should be from getting kicked 
in the pants than from going weak in the 
iees. For the sake of morale, you 
nilOW.” 


Unless more kicks come from unex- 


pected quarters, brokers stoutly main- 
tain the market is due for a turnaround. 


* [n evidence of this, technicians cite a 


squiggle in the index graph which they 
call an “inverted head and shoulders.” 
This pattern suggests a market that is 
testing its bottom, the technicians 
claim. 

Such chartist insight might make 
more sense in a market like Bombay 
than on more mature stock exchanges, 
since the proportion of actively traded 
scrip to total capitalisation is far thinner 
here. With relatively few players in the 
pit, the “knock-on” impact of each 
trader's actions upon the others is likely 
to be more pronounced. “What we've 
seen in the past few weeks," explains 
a seasoned BSE-watcher of a for- 
eign bank, "is a scramble for short 
cover. With bears and bulls both 
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Cheung Kong a HK$780 million profit, 
having bought the Hilton through its ac- 
quisition (at à controversial knockdown 
price) of Wynncor in October 1977. 

Cheung Kong's very comfortable fi- 
nancial position scarcely suggests it 
needed to sell the Hilton to advance any 
of its other ambitions, especially as it re- 
cently made a HKSI.5 billion floating- 
rate-note issue. The timing could, how- 
ever, also be related to the impact on 
the Hilton's profitability, with the open- 
ing of two new hotels in the Central dis- 
trict within the next year. gom 

So that leaves the question of^why 
Electric should want it. Does it fit ۷ 
any known strategies at the utility otl 
than "diversification?" Is it in the best 
interests of Electric shareholders? Or 


are the internal dynamics of Cheung 
Kong chairman Li Ka-shing's empire - 


the force behind the acquisition? Or is 
this just a case of taking advantage of 
the current market buovancy to issue 
scrip — a rights issue in disguise? 

As for the rumour of Cheung Kong 
buying into Land, acquisition might 
confirm Li's position as Hongkong's 
leading capitalist, but it might also 
cramp his considerable international 
ambitions, of which Hutchison's recent 
acquisition of 5% of London mini-con- 
glomerate Pearson may be just the 
precursor. And even if he plans a major 
acquisition in Hongkong, the likelihood 
seems to be Li would prefer to buy earn- 
ings more than assets. 





Comment 





nof HK$47 77m 





Net includes equity share of associates earnings of 
A$22.74m vs A$16.84m previously. Extraordinary loss was 
A$8.75m vs A$8. 13m previously. ۱ 


Company reported good annual profits despite industrial 
disruption to pulp and paper mill and recession in rural 
sector. Net includes extraordinary gain of NZ$9m. 


Company announced one-for-10 cash issue to raise 
NZ$225m, and also one-for-four bonus issue. Additional 
nine New Zealand-listed companies became subsidiaries 
while three others were fully acquired. .. . = 
Current year's net profit and sales forecast at ۴26.50 and 
Y 840b respectively. | ۱ 


Turnover decline attributed to marked drop in demand from 
main markets in the US and Europe. Strong yen affected 
component imports, raising production costs. Net loss 
contrasts with previous: | 


tial which could raise the gross floor 
area by some 40% from the current 


940,000 ft^. The price is slightly above 


the end-1985 valuation on Hongkong 
Land's books. 

With bankers lining up to finance the 
deal, Bond will be able to gear-up as 
high as he wants. And with the prime in- 
terest rate now at only 6.595 in Hong- 
kong, whatever the gearing the pur- 
chase will generate an immediate large 
positive cash flow. 

There are problems, however. An 
oversupply of large flats is looming 
which will keep income in check. And 
political problems which have depress- 
ed property values even as rents have 
risen are no less real for being a long 
way from Perth. But combinations of 
earnings, assets and Hongkong 5 tax re- 
gime are obvious attractions for Bond's 
increasingly international posture. 
Meanwhile, the property deal does not 
necessarily mean Bond, wearing his 
brewer’s hat, has given up hope of ac- 
quiring San Miguel Corp.’s quoted 
Hongkong subsidiary, should the Philip- 


pines ever decide who is the rightful 


owner of the majority stake. 


or Land the sale is further evi- 

dence, according to observers' pre- 
judices, of financial caution (it will bring 
borrowing down to 40% of sharehold- 
ers' funds) or lack of faith in Hongkong. 
It has also led to speculation that Land is 
being trimmed to facilitate Jardine 
Matheson's sale of its 35% stake in the 


% change Dividend 
onperiod | (prev.) 


+8.8 









A$2.98b 
















































"¥794.5b 
(US$5. 1b) 











HK$284.99m 


(US$36.5m) (nil) 


An Australian entrepreneur gets a Hongkong property portfolio 


Concrete (US$77.8m) (US$1.2b) 

Australia), | l us 

‘Fletcher — | Y30June | NZ$240.7m +33 | 70 ~3.2 
 (US$120.7m) (USS2.1b) 
"N2$345.28m | NZ$3.33b +34 
(US$173.1m) (US$1.7b) 
















































. By Philip Bowring in Hongkong. 
T: billion-dollar property deals 
. W helped spur the Hongkong market 
to a new Hang Seng Index high of 2,162 
on 7 October. Closer analysis, however, 
suggests that one of them may not have 
been as bullish as the market preferred 
‘to believe. ۰ 
. The more bullish was the purchase 
by Australian Alan Bond of almost all 
of Hongkong Land's residential-prop- 
erly portfolio for HK%$1.4 billion 
(US$182.7 million). The deal, arranged 
ugh First Pacific Davies, was evi- 
ly put together quickly because it 
s unveiled before Bond was in a posi- 
ion to reveal the nature of his corporate 
strategy for Hongkong. The purchase is 
being made through an unnamed af- 
e of Perth-based Bond Corp. 
However, there is no doubt that 
ond is planning to inject the properties 
to a public Hongkong-based and 
sted vehicle. This seems likely to form 
€ core of Bond Corp. plans for expan- 
sion in Asia, and might conceivably be- 
come a holding company for other Bond 
- assets. Whatever the eventual shape of 
y تب‎ vehicle, and whatever the merits of 






























Ploneer Y 30 June | A$122.47m 







 (US$167.2m) 











[Conic - — -] H30June -HKS 
| investment |. | (US$5.1m) 
| (Hongkong) . "mu 
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(from Rs 380 million to just Rs 
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ed. Company sources say |. 
that barely a third of the | 









panels “test scrutiny" also turned up - 
funds transfers into brokers' accounts in 
the wake of the “loan mela [carnival]" 
(as the Express dubbed |. 
the Reliance associates’ 
borrowing spree). 

Finance Minister V. P. 


ment in July to take 
appropriate action — in- 
cluding possible recall of 
the loans — if the panel 


tion of central bank regu- 
lations, but so far no sanc- 
tions have been announc- 


original amount borrowed 
is still outstanding. 
Other closely watched | 


titudes towards Reliance 
include the premiums on 
two of its proposed capital issues: a Rs4 
billion fully convertible debenture is- 


sue meant to compensate disappointed - 


holders of the F series. and a Rs 1.25 bil- 


lion new-share-issue for a leasing com- 


pany, Reliance Finance. 
Late in August, after drawn-out 
negotiations with the Controller of Cap- 


ital Issues (and a 35% slide in its share- 


price), Reliance cut the proposed pre- 


mium on its convertibles from Rs 190to | 


Rs 115 for each Rs 10 par-value share. 


And, though a formal decision has yet - 
to be announced, rumour has it that Re- | | 


liance Finance's new issue will be at par, 


rather than with the Rs 25 premium for |. 


each Rs 10 equity share, as originally — 
proposed. Oo 


Ambani: vindicated 








Everyone is a winner 


The report on India’s.Reliance group finds few faults 


soared to speculative 
heights before an 
eleventh-hourecabinet rul- 
ing in June denying their 
convertibility into equity). 

The committee did, 
however, fault the na- 
tionalised banks for not in- 
dependently checking how 
the Rs 600 million 
(US$47.2 million) worth 
of term loans were actually 
used by Reliance's 43 cor- 
porate cousins (11 of them 
owned by the Reliance 
group's promoters; the 
rest are trade associates). 
Instead, the report said, 
top bank officers were 
dazzled by the Rs 1.4 bil- 
lion worth of compensatory balances 
and blue-chip collateralisation in the 
form of Reliance shares and deben- 
tures. 

So branch managers — under orders 
from their directors and chairmen — 
took borrowers at their word that the 
loans were for working capital (which 
would have been more appropriately fi- 
nanced by bills discounting, anyway, 
the committee noted). In fact, the re- 
port said, the loans were to extinguish 
earlier borrowings and free up funds for 
stockmarket ploys, thereby indirectly 
violating the central bank's ban on bank 
credit for share speculation. 

The circumstantial evidence for this 
misuse cited in the report includes a 


By Lincoln Kaye in Bombay 


central bank investigative panel 
has handed in its long-awaited rul- 
ing on a 1985 borrowing spree by com- 
panies related to controversial textile 
giant Reliance Industries (REVIEW, 28 
Aug.). The committee's findings were 
eagerly anticipated as an indicator of 
evolving Finance Ministry attitudes — 
not only towards Reliance and its feisty 
chairman Dhirubhai Ambani — but 
also towards the go-go equity cult and 
the pragmatic management style which 
have blossomed in the two years of eco- 
nomic liberalisation since Rajiv Gan- 
dhi’s government came to power. 
When the panel’s report finally came 
mt, though, the signals it gave were so 
nbiguous that vindication could be 
ciaimed by both Ambani and by his 
press accusers in the Express group, 
India's largest-circulation newspaper 
chain. Front-page articles in the Ex- 
press dailies have called for regulatory 
reprisals against Reliance for: having 
bankrolled equity ploys in its own scrip 
by borrowing under what it said were 
false pretences through shell companies. 
Reliance, for its part, pointed out 
that the panel had found no serious fault 
with the bona fides of its associated 
companies (which, between them, hold 
nearly a quarter of Reliance’s equity) or 
with the terms of the actual loans. Nor 
did the committee establish that the 
loans had been used to ramp or prop up 
Reliance scrip, or to purchase any of the 
company's ill-starred F series deben- 
tures (whose stockmarket price had 
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of Federal Cables. Sentiment picked up, however, 
with the relisting of Cables. Plantation stocks 


'came in for some attention with the news of higher 


futures prices for palm oil. Fraser's Industrial 
Index closed the period 22.72 points up at 


2,610.98, while turnover averaged 7.91 million 


shares a day valued at M$11.14 million (US$4.2 


million). 


BANGKOK: The market extended its bullishness, 
led by leading heavyweight Siam Food Products. 
The Book Club Index gained 3.2 points over the 

۱۵۲۱۵۵ to close at 148.60. Helping the uptrend was 
‘oremost Friesland's announcement of a Baht 29 
(US$1.10) final dividend payment for the second 
half. Union Pioneer led star performers while 
Asia Fibre was among the hardest hit. Volume 
amounted to 3.51 million shares, valued at Baht 
608.76 million (US$23.3 million). 


SEOUL: Trading was light, with the composite 
index rising 2.16 points to close the period at 
254.55. The average daily turnover fell to Won 
12.94 billion (US$14.7 million) for 11.72 million 
shares, a drop of Won 8.06 billion. Among indus- 
tries, finance and cement gained 2.4% and 2.3% 
respectively, while wood led the fall, down 5.6%. 


: The period's winners were Dongbang Securities, 


up 12.676, and Hyundai Industries, which gained 


17.876. Bando Sports and Sunshang Industry took 
the heaviest falls. 


TAIPEI: The market rose in active trading as indi- 
viduals, encouraged bv renewed institutional buy- 
ing in the previous period, returned to the market. 
Textile shares gained from a rise in cotton prices 


since local textile firms have large stocks in hand. 


Sentiment was buoyed by optimistic government 


forecasts for economic growth next year, even as- 


suming a continuing rise in the value of the Taiwan 


dollar. The weighted price index rose 20.23 points 
to close at 958.17; average turnover was NT$1.69 
billion (USS46 million). ۱ ۱ 


. BOMBAY: The market opened on a firm note, 
with the BSE Index gaining 10.35 points on the 


first day, but assassination attempts on the lives of 
Prime Minister Rajiv Gandhi and a Punjab police 
chief led to a mid-week plunge. In an unpre- 
cedented development, the market was closed for 
a day on 6 Oct. as BSE officials mulled over what 
to do about a top broker who had failed to honour 
his purchase commitment over the weekend. — 


MANILA: Investor attention shifted to speculative 
oils as commercial-industrial and mining favour- 


ites resisted new price peaks. Sharp price gains. 


were posted by Basic Petroleum (up by 30.8%), 
Landoil-A (by 28.6%), Philippine Overseas (by 


21%) and Oriental Petroleum (by 11%). Among . 
mines, Atlas-B bucked the downtrend on account © 
of reported buying interest from the Bond group. 


of Australia. The mining and commercial-indus- 
trial indexes finished lower while the oil gauge 
rose to a three-year high of 1.554 points. Average 
daily value. turnover came to 268.4 million 
(US$3.4 million), up 13.5%. Cathar 


ای و یه ee‏ تاعاس 


AUSTRALIA: Overseas investors panic buying of 
sold companies prompted markets to reach three 
'onsecutive record highs over the period. Local 
nstitutions with large proportions of their funds 
۱۱۱5۳۵۲۵ redirected money back to Australia, hop- 
ng to capture profits from,the bull run. The gold 
‘sector jumped nearly 10% over the period to close 
vat. 1,593.3, or a 60% rise since 1 Aug. The All Or- 


inaries Index rose 33.6 points or 4.296 to close at. 


.1,310.8, going against the trend of crashing over- 
eas markets. Ron Brierley's Industrial Equity re- 
'ealed itself as the mystery buyer of retailer Wool- 

ths and is assembling a 19.9% stake. Share 
mig ver the period reached 550 million. 


ìs neutral, wit 
ocks consolidating in a narrow range in the ab- 
ce of important new factors. Individual stocks 
sponded to particular developments, notably 
Brierley, which came under selling pressure on 
ouncement of another rights issue close on the 

Is of the last one. Total turnover for the period 
49.16 million shares, valued at NZ$89.85 mil- 


on (US$45 million). 


IONGKONG: Bullish sentiment continued to rule 


he market as more companies announced good - 


esults. The period was dotted with a number of 
corporate deals, chief of which was the Hongkong 
“and ~ Bond Corp. deal. News that the Australian 
ompany had bought a chunk of Land's assets 
ought the market to a boil. but the momentum 
not sustained. Reports of share placements 
d'in-house deals gave cause for concern, and the 
ing Seng Index took a dive on the last trading 
ay after 11 days of successive rises. The index 
losed at 2,064.3, up 43 points onthe period. — 


OKYO: volume fell as the market entered into a 


ase of selective profit-taking largely by institu-* 


onal investors though individuals were also sells 
ig. Daily First-Section volume averaged 961 mil- 
on shares, The Nikkei Stock Average declined 
eadily im the first three days of the week to 
nce.back only marginally, ending at 17,435.33 
ints on 6 Oct. The market was themeless and 
atile, with selling of issues, such as 
shikawajima Harima and Tokyo Gas, both con- 


ected with Tokyo Bay redevelopment projects. 


INGAPORE: A collection of poor corporate re- 
ts, Promet's continuing debt problems and 
ubts about the Malaysian economy dampened 
timent, but there was reasonable buying sup- 
rt frog foreign institutions. An unusual deal in- 
ving five blue-chip stocks worth S$19 million 
S$8.8: million) was transacted on 2 Oct., pur- 
ased by US and European funds. Fraser's Index 

ose 148,95 points to 4,901.83 on turnover of 16.02 

illion shares a day, worth $$34.9 million. 


KUALA LUMPUR: Trading on the stock exchange 
started the period on a cautious note as investors 
aited for repercussions from the receivership of 
romet and the suspension by the stock exchange 
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DIARRHOEAL NAL CENT 
RESEARCH, BANGLADES 


|. VACANCY 


ICDDR,B is a non-profit international medical 
search institution situated in Dhaka, Bangladesh. i 
aims are to conduct research and training in di 
rhoeal disease and related subjects of nutrition and 
fertility, and to develop improved health programme 
for control of diarrhoeal disease in developing cour 
tries. It is also involved. in major demographic sur- 
veys. 






























Candidates are being sought for the following m | 
tion. This position carry a! O 

structure depending on و‎ 
and number of dependents. ^" 


SENIOR ADMINISTRATIVE & FINANCE 


(Salary and grade level will bei ased upon an appli- 
cant's یت‎ ence upt 8 3 m ximum of UN equivaler : 


Duties/Functions ME. : 
This individual will plan, امن‎ direet aid con- 
trol the overall administrative and financial affairs of 
ICDDR,B. He will also formulate policies and proce 
dures related to administrativ areas and will e 

the maximum. utilisation of nan, physical a 
financial resources in ‘these eas to meet the re 







— experience 


































Qualitica tions & وید‎ 
Masters degree preferably in Business Administra- 
tion with 10 years experience. i ne senior manage- 
ine tational proanisa- 













an added advantage, The um 20 ای‎ car didate wi 
normally be appointed as an | Associate. Director of 
the ICDDR,B. ۱ 5 "o 


Applications and a detailed CV. together with names - 
and addresses of 3 references should be sent to the 
Chief Personnel Officer, ICDDR,B, GPO Box-128,. 
Dhaka-2, Bangladesh. Applications will be receive 
up to four weeks after the appearance of this advi 
tisement. A detailed job description will be provi 








IBEAR administrators will visit the following countries in October and 


on request. 








3 GRADUATE SCHOOL OF BUSINESS ADMINISTRATION 
One-Year International MBA Program 


The IBEAR MBA Program is a unique. AACSB accredited, twelve- 
month executive MBA program emphasizing international and Pacific 
Rim business, Graduates join a network of well-placed IBEAR alumni 
in 209 firms and 27 countries, Current participants average 33 years of 
age and 10 years of work experience, They come from Canada, De- 
nmark, India, Italy and the United States, as well as seven Asia/Pacific 
. countries. The program's tenth year begins August 4,1987 

















jovember. To arrange a meeting. please contact the appropriate 
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skilled labour from Naha. He also ar- 
gues that though the ¥30 billion 
(US$195 million) project could tem- 
porarily ease the island's 675 unemploy- 
ment rate (above the national average 
of 3.1%), the islanders would benefit 
more if the funds were used “to im- 
prove the island's agricultural manage- 
ment, construct sewer systems and 
further the island's independent deve- 
lopment." 

For many airport opponents the 
gravest prospect is the loss of the 
Shiraho flat-reef lagoon itself — chosen 
as a site because it offers the islahd's 
broadest expanse of level ground. 

Harvard University research ass 
ciate Katherine Muzik says that the 
stand of rare blue coral at Shiraho is 
unique in Japan, and perhaps the 
Pacific, and lies within a 5-km length of 
reef which boasts more than 100 coral 
species. Blue coral was recently listed in 
the Convention on International Trade 
in Endangered Species, at the fifth con- 
ference in Buenos Aires. 

Such coral riches contrast sharply 
with the scene on the main islands of the 
Okinawan chain, where construction- 
related pollution has already rendered 
most of the coral reefs — often as much 
as a 1,000 years in the making — irre- 
trievably lifeless. Muzik, who has studi- 
ed the Shiraho reef extensively, says 
"the Shiraho lagoon is a natural scien- 
tific laboratory for much-needed studies 
of blue coral natural history, about 
which nothing is known." 

The Duke of Edinburgh, in his capa- 
city as president of the World Wildli*- 
Fund (WWE), is expected to refer to tl 
Ishigaki issue during his forthcoming 
visit to Japan. The reef has also at- 
tracted the interest of the Costeau So- 
ciety. 

WWF Japan spokesman Tom Milli- 
ken, voicing his organisation's opposi- 
tion to the Shiraho plan, said: “The ar- 
gument that the blue coral will not be af- 
fected because it lies outside the area 
slated for landfill is ridiculous. Siltation 
from the project will smother the area 
and render the productive reef a virtual 
graveyard." 

Shiraho resident and campaigner 
Setsuko Miyazato says, however, that 
airport opponents believe nothing short 
of an eleventh-hour initiative by Japan's 
Environment Agency, or by the 
Okinawa prefectural government, can 
now prevent the start of concrete-pour- 
ing, as these bodies are now poised to 
give the final go-ahead to the construc- 
tion agency. — Roy Garner 
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Military interest in the islands has al- 
ready been evident. Military critic 
Kazumi Kenmochi reports that on more 
than 20 recorded occasions US helicop- 
ters shuttling between Naha and Man- 


ila, and their accompanying tanker air- 


craft, have made refuelling stops at 
Ishigaki. Kenmochi also recalls that a 
military survey of the islands was car- 
ried out by US personnel soon after the 
signing of the 1959 US-Japan defence 
agreement. 

In November 1984 four officers of 
the JSDF visited nearby Shimoji Island 
with a view to its use as a practice facil- 
ity, despite a 1971 agreement signed by 
the then governor of Okinawa prefec- 
ture ruling out military use of the pri- 
vate airstrip. 

It is well known, too, that the JSDF, 
hampered by Japan’s crowded airspace, 


is now anxiously seeking to improve its 
landing and training facilities, as evi- 
denced by the expansion of operations 
on Iwojima and the strongly opposed 
effort to establish jet-fighter practice 
facilities on Miyake Island, south of 
Tokyo. 


8 the circumstantial evidence, 
no direct link has yet been estab- 
lished between the military’s assumed 
interest in Ishigaki Island and the cur- 
rent debate over airport construction. 
The JSDF denies any military connec- 
tion. On the business front, however, 
it is clear that some of the key play- 
ers and beneficiaries are "outside in- 
terests." 

Chiba University economics profes- 
sor Sekio Sugioka, who has studied the 
airport scheme since its inception in 
1976, estimates that approximately half 
of the proposed construction work at 
Shiraho would be handled by outside 


Gathering seaweed at Shiraho reef on Ishigaki Island. 


a events unfolding on Japan’s Ishi-‏ ا 
gaki Island, at the extreme south-‏ 
western end of the Okinawan Island‏ 
chain, present something of a mystery,‏ 
and one which could have a sinister sol-‏ 
ution.‏ 
Why should it be that this tiny, 15‏ 
mile-wide island (population 40,000) is‏ 
so determined in its plans to build a‏ 
major new airport, despite the fact that‏ 
the new site, near Shiraho Town, neces-‏ 
sitates the destruction of one of‏ 
Japan's most preciouseenvironmental‏ 
gems — an unrivalled lagoon of rare‏ 
blue coral.‏ 

The construction will also ruin the 
livelihood of 33 local fishermen, 
threaten the fishing grounds of many 
others, and is opposed by a large major- 
ity of Shiraho citizens. Authoritative 
studies have concluded that the planned 


airport is uncessary and would actually 
harm the local economy in the long 
term, and the present airport could 
more easily and cheaply be extend- 
ed to meet the requirements of all par- 
ties. 

The answer, according to critics and 
local activists, is toe found by glancing 
at the map. Ishigaki Island is located in 
an area of great strategic importance 
150 miles east of Taiwan, between the 
giant US military bases in the Philip- 
pines and on Okinawa, and at the west- 
ern egtremities of a crucial west Pacific 
sea defence lane. Where better than 
Ishigaki, critics point out, to have in 
place both a ‘spare’ runway and a new 
2,500-m-long airstrip (the present 
airstrip is 1,500 m long) which could ac- 
commodate military aircraft such as the 
Japan Self-Defence Forces (JSDF) P2-J 
Neptune and P3-C Orion submarine- 
hunting aircraft; which must regularly 
patrol the area. 
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Top performances not only win awards in sports. 





"Best Airline Worldwide", 1980, 1981, 1984, 1985 and 1986. 
Awarded by Business Traveller Magazine, London, based on a 
worldwide reader poll. No polls held in 1982 and 1983. 


In 1986 Swissair successfully defended the title it's held for some years now, as World 
Champion in a triathlon covering the fields of pampering guests, servicing aircraft and 
flying on time. The fact that this coveted trophy, together with several others, has found 
an unchallenged home at Swissair is the result of rigorous training and a keen competi- 
tive spirit. After all, our passengers are the very best trainers we could possibly have. 
Ihey expect nothing more than our winning performance - and are willing to settle 
for nothing less. swissair 4 : 7 





Minolta zoom copying 
comes into full bloom. 
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MINOLTA ADVANCES ZOOMING 


EP4/0Z 


e With Triple Paper Stacker, Automatic Document Feeder and 20-Bin Sorter options installed 


SAMSUNG 


Official Supplier for Video Products 
of the 1986 Asian Games 


Striving Together 


Samsung believes in partnerships — strengthening 
relationships with proven partners, and gaining new ones. 
Now, during the Asian Games, many Asian countries 

have come together to compete in harmony. 

Differences have been put aside. Records are being broken. 
Samsung 's Asian partners are pulling together to take 
the lead in the race for high-tech dominance in the world 

of consumer electronics and home appliances. 

We continue to count on you and the latest members of 
our team to break 
records of our own 
— records for business 
partnership and mutual f 
growth. | 

With your dependable 
performances, and our 
continuing teamwork, 
we can all come in first. 
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Samsung Electronics’ sales agents 
from the Asian zone invited to Seoul 
for the Asian Games. 


SAMSUNG 
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am pleased to extend my 

sincere congratulations to the 

Far Eastern Economic Review 
on the occasion of its 40th 
anniversary. The REVIEW is 
known as one of the most reliable 
chroniclers and evaluators of 
modern day events in this part of 
the world. 

Indeed, in the darkest days of 
the past authoritarian regime in 
the Philippines, the REVIEW 
consistently stood tall with its 
heroic demonstration of 
democratic principles and 
its adherence to truthful 
journalism. 

It is our fervant hope that the 
REVIEW and its staff will remain a 
potent force in our quest for 
change and renewal in our 
government and country, thus 
making the freedom we now enjoy 
not just an end unto itself, but a 
means towards a greater end of 
a truly free, just and decent 
society. 

Corazon C. Aquino 
President, 
Republic of the Philippines 





40th Anniversary: 
Late copy ... 


Please accept my apologies for over- 
stepping the deadline for your 40th An- 
niversary issue. Twice 1 tried to write 
something that would accurately cap- 
ture those dismal days when we toiled 
together. I started to tell how, on the 
day this raw American recruit arrived at 
Hongkong, you invited me to vour home 
and asserted the hat I was wearing was 
not a fedora but a trilby and then served 
me a breakfast of gin and lime juice. 
Then I had intended to describe the bit- 
ter internal editorial feuds that 
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The symbol of your success... Baume & Mercier. 


The noble elegance of solid gold, combined with a design for active 
living, make ownership of this hand-finished, limited edition timepiece 
a privilege reserved for connoisseurs. 

Models are available for both ladies and gentlemen in 18 carat gold, 
18 carat gold and steel, or all steel. All feature an ultra-thin Baume 
& Mercier high-precision quartz movement, and are water-resistant 
to 30 metres. 


Baume & Mercier. The symbol of your success. 
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BAUME & MERCIER 


GENEVE 
1830 





Showrooms & Service Centres: Hong Kong: Shop 15A&B Edinburgh Tower, The Landmark. Queen’s 
Road, Central - tel. 5-222339. Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa- 
pore - tel. 7328055. Thailand: BANGKOK 10500, The Time Midas CO LTD. 89/7 Bangkok Bazaar Rd, 
Rajdamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center, 
Shoemart Bldg - tel. 882962. Malaysia: KUALA LUMPUR, G4-5 Ground Floor, Plaza YowChuan. Jalan 
Pekeliling - tel. 2438350. Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-43, Ratu Plaza, Jalan Raya, 
Jenderal Sudirman - tel. 711998. Japan: TOKYO, Heiwado Trading CO LTD, No 8, 1-Chome. Higashi-Azabu, 
Minato-Ku - tel. (01) 5861818. Hawai: HONOLULU 96814, Jewel Gallery, 1450 Ala Moana Blvd, 2201. 
Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 83/5 Sec. 2 Wu-Chang Street - tel. 3611911. Australia: 
NORTH MELBOURNE, Vic. 3105, Swiss Anglo Agencies, 12-14 Leveson Street - tel. 03-3291833. For infor- 
mation in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 4A Nodel Mansion. 302-45 Ychon- 
Dong, tel. 798-9521-5. 
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Minolta ۸ 
The full potential of zoom copying realized. 
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With the advent of the new Minolta EP470Z, zoom copying 
has entered a new, more-automated era. An expanded 1031-step 
zoom range (X0.610-1.640) now permits the enlargement of 
documents as small as B5 to as large as A3 and the reduction of 
documents as large as A3 to as small as B5 in a single time- 
saving step. 

. Beyond its expansive zoom range, the EP470Z is extremely 
novative. Book Copy, for example, allows the simultaneous 
copying of both left- and right-hand pages of an open book on 

two separate sheets of paper, reducing tiresome page D 

repositioning by half. Book Copy 

Margin making, too, has been fully automated. 7 
Image Shift ohift makes margins simultaneously as you copy. Choose 

rom 5-, 10- or 15-millimeter widths, perfect for hole-punching 

4nd subsequent filing. For documents with too little space for a 

margin, the copy's image can be reduced to an appropriate size at 
the touch of a key. 

Minolta has also automated the conventional single sheet 
bypass and made it into a Multiple Sheet Bypass, allowing F 
automatic feeding of up to 20 sheets of paper. Another feature, FTF. 
Anamorphic Zooming, can make you more creative. And a range T 
of exciting new options improve EP470Z Sapa still further; $5 Dmm em. me... 
one, Minolta's semi-automatic Duplexing Unit, greatly simplifies Image Shift = ۳۳۳ 
the copying of documents on both sides. Other options include a 
Triple Paper Stacker to simplify the handling of paper in multiple 
sizes, and a 2000-sheet Large Capacity Cassette to meet high- 
volume copying needs. 

Above all, you can depend upon the improved Minolta 
Micro-Toning System to provide copies with the same superior 
copy quality — even when enlarging or reducing— that Minolta 
users worldwide have come to rely upon. In addition to the 
P4702, there's an entire family of other diversely-equipped 

. Minolta zoom copiers to choose from; one to fit virtually every 





business application. Raise your productivity; visit your nearest Semi-automatic 
Minolta dealer soon and start zooming the Minolta way. 


Duplexing 
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MINOLTA CAMERA CO., LTD., Business Equipment Operations, 30, 2-Chome, Azuchi-Machi, Higaski-Ku, Osaka, 541, 1 pan e. 3 


‘See the EP350Z/EP4502/EP550Z/EP6502/ EP4702 at these Minolta subsidiaries and distributors: ۱ 
Bangladesh Brothers international Ltd. National Scout Bhaban, inner Circular Road, Kakrail Dhaka, Philippines Lee inc. Topres Building, Banawe Cor, Atok St, Quezon City, Metro. Manila 





E G.P.O. Box No. 767 Phone: 400042, 404929 Phone: 732-14-21, 71-41-11, 71-41-13, 71-41-15. n i 
a Hong Kong Minolta Hong Kong Ltd. Room 208, 2-F., Eastern Centre, 1065: King’s Road, Quarry Bay Singapore Minolta Singapore {PTE} itd. 10, Teban Gardens Crescent, Singapore. 2260 
a) 2 Phone: 5-65818) Phone: 563-5533 
EP india Methodex jeu y itd. 607-8 Meghdoot 94 Nehru Place, New Delhi TOOTS Toiwoan Santa Office Machines Corp. 11 FI 75, Sec. 4, Nanking E Road, Taipei 
Phone: 682475, 682476, 681826 Phone: (02) 715-5001 
indonesia. PT Perdana None Abadi Co., 67B JI. Krekot Raya, Jakarta Pusat Phone: 372609 Thaitand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Kion foey, و د‎ 10110 
l Malaysia [A Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 Petaling Phone: 252-0155 to 7, 249-0359, 249- 0345, 249-4767, 24 
Jaya, Selangor Phone: 03-7921033 (10 lines) Australia Océ-Australia Ltd. 39 Tulip St, Cheltenham, Melb. 3192 Phone: 58431011 
Pakistan ^E Equipment Ltd. First Floor, Neison Chambers, 1.1. Chundrigar Road, New Zealand Viko Holdings Lid. 33 Broadway, Newmarket, C.P.O. Box 220, Auckland 
G.P.O. Box 680, Karachi-l Phone: 219338, 210146 Phone: 505-449 





team of commercial bankers with 
highly skilled experts in the world's 
key markets. And state-of-the-art 
facilities enabling the bank to excel in 
both routine services and customized 
financial engineering, Ranging from 


-simple payments, the many types of 


documentary transactions and short- 


term trade finance to sophisticated. 
electronic cash management systems 


and complex financing packages. 


Find out how you can profit from 
the expertise of a leader in international 
commercial banking, Get in touch with 
Commerzbank. 






German knov how in global finance E 
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IMERZBANK ٩۶ 





Qs assets, big deposit base, 
broad geographical presence, 
comprehensive facilities - these are 
the credentials of most established 
international banks. The quality of their 
services, though, invariably depends 
on the depth of their human resources. 
It is this very strength, built up 





` since 1870, that has helped Commerz- 


bank become one of West Germany's 
~—and*the world's- premier commercial 
banks. 

Clients around the globe benefit 
from Commerzbank' proven capabili- 
ties — featuring a seasoned international 
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۱ | When each note is properly combined in music, chords are 

created which are pleasing to the ear. Likewise, Komatsu 
offers a combination of products and services which is 
guaranteed to please. Whether it's industrial or construction 
machinery, components or total systems, Komatsu provides a 
variety of top quality products tailored to your needs and 
backed by a fine composition of technology and expertise. 
And through research and development to final product and 
support services, Komatsu is recognized far and wide for 
bringing out the best in both man and machine. 


With our addition of local production facilities in the United 
States and the United Kingdom, our fine-tuned international 
network is more than ready to serve you anywhere and anytime. 

In fact, when you purchase a Komatsu product, you're 
ensuring yourself high returns on your investment. But if you 
think that's all there is to Komatsu, take another look. After all, 
there's Komatsu's constant pursuit of tomorrow's possibilities, 
promising considerable progress for your future benefit. 
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Wee’re giving machines a human touch 


KOMATSU 


Head Office: No. 3-6, Akasaka 2-chome, Minato-ku, Tokyo, Japan 
Cable Address: KOMATSULTD TOKYO Telex No.: J22812, J24967 Phone No.: TOKYO 584-7111 
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He would if he could. 


Sending a refugee back forcibly may world-wide efforts to help refugees. 


1 
+ 


result in imprisonment, torture, and even f ¢ Y This advertisement asks for your com- 
death. Of course, a refugee may go home Vj ۱ V ۷ passion and understanding of the refugee 
if he no longer fears persecution, but in V V V ۷ plight. If you wish to become involved in help- 
many cases that means never. Ni V N Vv ing refugees, please contact the UNHCR 
One of the functions of the United EN ZU SN ار‎ Office in your country or a voluntary agency 
— 





Nations High Commissioner for Refugees —— which is concerned with refugees. 


is to co-ordinate U N HCR 


United Nations High Commissioner for Refugees 
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MANY HAPPY RETURNS. 





















In Hong Kong, there's a hotel offering 
so much at such a reasonable price, 
businessmen make it a habit. The New 
۰۱ . World Hotel not only provides well- 
". appointed rooms, plus fine bars and 
restaurants, but is also only minutes 
away from everything. One of Hong 
Kong 5 largest shopping centres is even 
right next door. 

New World Hotel. We're known 
for happy returns. 
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22 Salisbury Road, Kowloon, Hong Kong. Tel: 3-694 Telex: 35860 NWHTL HX Fax: 7 
Thailand: Roong Sarp Travel Service Co. Ltd. Tel: 221-3269 Malaysia: Reliance Shipping and Travel Agencies Sdn. Bhd. Tel: 480055 





with ease and safety. 

Finally, the C-212 just does more, 
costs less than other aircraft that 
are really not in its class. You'll see the 
C-212 today right around the 
world. More than 400 sold in 37 
countries are working non-stop, 
making top profits. The C-212 has 
more than 750.000 flying hours. Put it 
to work for you and profit by CASA's 
experience! 


Technical Characteristics: 

Max. takeoff weight: 7.700 Kg. 
(16.975 lb.). 

Max. landing weight: 7450 Kg. 
(16.424 lb.). e 
Max. zero fuel weight: 7.100 Kg. 


(15.653 lb. ). 

Max. payload: 2.600 Kg. 

(5.732 Ib.). 

Max. speed: 198 Ktas. 

Max. range: 1.582 Km. (854 NM). 





spacious comfort. 

For the cargo version there's the 
C-212's rear cargo-ramp door for 
faster loading/unloading. Also for 
carrying those extra-long loads 
competitors can't handle, because the 
C-212 operates perfectly with this 
door open. 

Of course, the C-212 also beats 
competitors in its tought STOL ability 
to operate in any terrain, in any 
conditions. No comparable transport 
can get in and out of so many places 





CASA <® 


PLANE PERFECTION 


C202 


THE ECONOMY TRANSPORT 
WITH JUMBO JOB 
PERFORMANCE & PROFITS. 


The C-212 is always on the job. 
Any job. Anywhere. You name it, the 
C-212 will do it quicker. Better. And 
the C-212 will make a higher profit. 

The reasons for this better 
profitability are simple. Basically, all 
C-212 costs are less, and earning are 
more than any aircraft in its class. 
Among lower costs are procurement, 
operation fuel and maintenance. 
Higher earnings derive from the 
C-212's famous can-do-anything 
versatility. 

Whether carrying passengers or 
cargo, the C-212 leads its regional 
transport class for capacity. Up to 26 
passengers, plus flight attendant in 


For further information, contact: Construcciones Aeronduticas, S. A. Rey Francisco, 4. 28008 Madrid. Spain: 
Phone: 248 53 09. Telex: 44729. Or contact: CASA Inc.: 14102 Sullyfield Circle, Suite 200. Chantilly. Virginia 22021. 
Phone: (703) 378 22 72. Telex: 90-1109. 
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Well-cultivated in China 
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direct investment, market conditions, trade 
practices and documentation requirements. As 
well as supplying information on commercial 
law, tax regulations and how to avoid pitfalls. 


HongkongBank even produces a monthly 
newsletter detailing the spate of trade enquiries 
that come from China. Plus a quarterly review to 
keep customers aware of economic events, 
policies and developments in China. 
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HongkongBank 


The Hongkong and Shanghai Banking Corporatio 


Marine Midland Bank * Hongkong Bank of 
Canada * HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 


Don’t take business development in China 
for granted. Before considering a business 
venture, talk to the experts, talk to those with 
experience and insight. 


Contact HongkongBank China Services 
Limited at 13th floor, 1 Queen’s Road Central, 
Hong Kong. Or any of our 1,200 offices in 55 
countries. We’ll help you grow in China. 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 198 
EXCEED US$69 BILLION. 
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All eyes are on China. It’s a land of vast 
resources and tremendous opportunities. With 
an attitude towards trade and contact with the 
rest of the world that has changed radically in 
recent years. However, a great deal of experience 
and understanding are necessary to do business 
successfully in China. 


It has taken HongkongBank over a century 
to develop our present knowledge of China and 
to have the largest representation of any foreign 
bank in China. We have offices in Beijing, 
Guangzhou, Shanghai, Shenzhen, Xiamen, 
Wuhan and Tianjin. Furthermore, we have a 
substantial group of specialists in our China 
Services Limited in Hong Kong. 


We arrange immediate introductions to the 
major Chinese corporations. We also advise on 
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Talk is cheap. best in the world of investment banking 


Ihe real proof of a bank's strength lies in its What gives us our edge? It's a combination of 
performance — in the actual deals it puts together. characteristics no other bank has. 

At Chase, we ve been putting together impressive For starters, there's our sheer size and strength. No 
deals for years — from being the first U.S. bank to raise investment bank (or any other type bank for that matter) 
a domestic Swiss Franc bond issue, to the recently has both the customer and capital base that Chase does. 
financed power project in the People's Republic of Add to that our fully integrated global network. 


China. Fact is, our performance places us among the This is especially important with today's increasingly 


SINGAPORE AIRLINES 


U.S, $100,861,433 
Conditional Sale Agreement 
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Polystyrene Business Acquired from 2 
Hoechst Corporation 
and the Refinancing ot Certain 
Existing Indebtedness 
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complex deals involving multi-national participants. size, international network, specialized industry 

And then, of course, there are the Chase people. knowledge and the broadest range of investmente 
People with expertise in all fields, from mergers and banking products is what sets Chase apart from other 
acquisitions, to swaps, trade finance, and electronic financial institutions around the world. 
banking. People capable of working in partnership. with But, without execution, all of that would just be 
their clients and with one another. A network of bankers talk. If you want real proof of what we can do, just take 
able to work quickly to meet customer needs. a look at the deals we've put together. 

This total global banking capability that integrates They speak for -hemselves. 





CHASE 


Matna 1a 


"KLMS service gets you off 
to a flying start: 


"Even before you le ave 


the ground. 


+ 
28068 


The Reliable Airline KLIMI 


Royal Dutch Airlines 

















Samsung believes in partnerships — strengthening 
relationships with proven partners, and gaining new ones. 

Now. during the Asian Games, many Asian countries 
have come together to compete in harmony. 

Differences have been put aside. Records are being broken. 

Samsung 's Asian partners are pulling together to take 
the lead in the race for high-tech dominance in the world 
of consumer electronics and home appliances. 

We continue to count on you and the latest members of 
our team to break zas at 
records of our own ! 
— records for business 
partnership and mutual 
growth. 

With your dependable 
performances, and our 
continuing teamwork, 
we can all come in first. 


Samsung Electronics’ sales agents 
from the Asian zone invited to Seoul 
for the Asian Games. 
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am pleased to extend my 

sincere congratulations to the 

Far Eastern Economic Review 
on the occasion of its 40th 
anniversary. The REVIEW is 
known as one of the most reliable 
chroniclers and evaluators of 
modern day events in this part of 
the world. 

Indeed, in the darkest days of 
the past authoritarian regime in 
the Philippines, the REVIEW 
consistently stood tall with its 
heroic demonstration of 
democratic principles and | 
its adherence to truthful | 
journalism. 

It is our fervant hope that the 
REVIEW and its staff will remain a 
potent force in our quest for 
change and renewal in our 
government and country, thus 
making the freedom we now enjoy 
not just an end unto itself, but a 
means towards a greater end of 
a truly free, just and decent 
society. 











Corazon C. Aquino 
President, 
Republic of the Philippines 





40th Anniversary: 
Late copy ... 


Please accept my apologies for over- 
stepping the deadline for your 40th An- 
niversary issue. Twice I tried to write 


ture those dismal days when we toiled 
together. I started to tell how, on the 


Hongkong, you invited me to your home 
and asserted the hat I was wearing was | 
not a fedora but a trilby and then served | 
me a breakfast of gin and lime juice. 





editori: feuds that 
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| Then I had intended to describe the bit- 
| ter internal 





| something that would accurately cap- 


| day this raw American recruit arrived at 
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The symbol of your success... Baume & Mercier. 


The noble elegance of solid gold, combined with a design for active 
living, make ownership of this hand-finished, limited edition timepiece 
a privilege reserved for connoisseurs. 

Models are available for both ladies and gentlemen in 18 carat gold, 
18 carat gold and steel, or all steel. All feature an ultra-thin Baume 
& Mercier high-precision quartz movement, and are water-resistant 
to 30 metres. 


Baume & Mercier. The symbol of your success. 


b. 


BAUME & MERCIER 


GENEVE 
1830 





Showrooms & Service Centres: Hong Kong: Shop 15A&B Edinburgh Tower. The Landmark, Queen's 
Road, Central - tel. 5-222339, Singapore: 0923, 581 Orchard Road, HEX 02-26/27, Hilton International Singa- 
pore - tel. 7328055. Thailand: BANGKOK 10500, The Time Midas CO LTD, 89/7 Bangkok Bazaar Rd, 
Rajdamri - tel. 251-2783. Philippines: METRO MANILA, La Elegancia Jewelry, Makati Commercial Center, 
Shoemart Bldg - tel. 882962. Malaysia: KUALA LUMPUR, G4-5 Ground Floor, Plaza YowChuan. Jalan 
Pekeliling - tel. 2438350. Indonesia: JAKARTA, Liberty Watches & Jewellery, G42-42, Ratu Plaza, Jalan Raya, 
Jenderal Sudirman - tel. 711998. Japan: TOKYO, Heiwado Trading CO LTD, No 8, I-Chome, Higashi- Azabu, 
Minato-Ku - tel. (01) 5861818. Hawai: HONOLULU 96814, Jewel Gallery, 1450 Ala Moana Blvd. 2201. 
Taiwan: TAIPEI, Hoover Watch & Gift Co. Ltd, 83/5 Sec. 2 Wu-Chang Street - tel. 3611911. Australia: 
NORTH MELBOURNE, Vic. 3105, Swiss Anglo Agencies, 12-14 Leveson Street - tel. 03-3291833. For infor- 
mation in South Korea: YONGSANKU-SEOUL, Euro Fashion CO LTD, 4A Node! Mansion, 302-45 Ychon- 
Dong, tel. 798-9521-5. 
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only true friends during that 
Scratch any Chinese, even a comr 
one, and you will find a warm rega 
Americans — their missionary sc! 
hospitals and concern for our cour 
» How fortungte that Chiang Ka 
is so popular, in some Japanese ci 
Why not take him away, and stas 
in the Yasukuni Shrine, along 
Tojo, and various Manchu puf 
Then, Chinese people should cele 
Yasukuni Day, because our ow! 
will have been cleansed of pollutio 
Hongkong Mary ( 


In need of relief 


As a new American subscriber tc 
publication, I seriously contempla 
initiation of a US/REVIEW Lingu: 
lief Committee. Emergency shipi 
of delete and period (or should 
full-stop) keys are desperately n« 
for your Hongkong computers. . 

I can chuckle at your frequent | 
at mis-used English in Asia. I s| 
though, at sentences like this: “Th 
of regionalism in the rest of Indi 
the time being at least, seems to 
broken Congress’ hold over the 
governments irrevocably.” [31 Jul 

If you understand the above, | 
sured this reader is irrevocably A 
can — for the time being at least. 
San Francisco Roger Li 
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inch thick and wearing a hat which 1 did | 


e ——M 


not denounce as a trilby but, more accu- 
rately, as a homburg, which it strongly 
resembled. 

The recruit, it should be made clear, 
was offered a gimlet prior to lunch, with 
the sun well over the yardarm. 

Editorial feuds, as I am sure Lipsky 
can attest, are often the symptom of a 
publication which engages the emotions 
of its staff. 

From the REVIEW, Lipsky joined the 
Asian Wall Street Journal on its launch- 
ing 10 years ago, becoming its managing 
editor. After a stint as foreign editor of 
the Wall Street Journal in New York, he 
is now responsible for the editorial page 
of its European edition. 

We have no quarrel with Mr Lipsky's 
final paragraph. 


Approaching the past 


Why do China and South Korea waste 
everybody’s time by “protesting” 
against Japanese history textbooks? I 
suggest the following approaches: 

» Obviously, 5 August should be com- 
memorated by China, as Nanjing Day. 
This will teach Chinese schoolchildren 
the lesson of cause-and-effect, since 6 
August is (of course) Hiroshima Day. 
Those future schoolchildren would also 
remember the lesson that our genera- 
tion learned: the Americans were our 
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exploded in your 
newsroom às you 
forged the maga- 


zine. 
However, I 
found that time 
had left me with 
only the warm- 
est memories of 
the REVIEW and 


the opportunity it 
provided me to 
make the acquain- 
tance of Asia. And my effort de- 
generated into paroxyisms of sentiment 
in favour of the friendshigs that sprang 
up among the staff — and still endure. 
So I never did get the mini-memoir writ- 
ten. 


Wall Street Journal 
Brussels 


Seth Lipsky 


e The editor replies: In the interests of 
accuracy it should be recorded that on 
the day this "raw American recruit" ar- 
rived in Hongkong, to join the REVIEW 
from the Wall Street Journal (shortly 
after Dow Jones purchased equity in the 
publication), he was invited out on a 
boat trip. 

The next morning, a Sunday, he pre- 
sented himself at my flat for the jaunt on 
the water dressed in shirt, tie, thick serge 
suit, heavy shoes (boots perhaps?) with 
soles approximately three-quarters of an 





IN THE HEART OF A CITY 
CREATED FOR COMMERCI 
A NEW ERA IN LUXURY. 


The Osaka Hilton International is now open 


We offer: 

e [deal central location 

e Well-equipped business centre 
e Spacious well-appointed gues, 
rooms 

e Executive floor with concierge 
complimentary continental 
breakfast and private lounge. 
e Numerous restaurants 

e Extensive recreational faciliti 


For reservations, call your travel ageni 
any Hilton International hotel or Hilto 
Reservation Service. 


INTERNATIONAL 
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responsibility for an order, shippers know 
there's only one line they need to call. 

But perhaps the reason so many know- 
ledgeable shippers insist on ScanDutch is the 
professionalism of our staff. As a leader in 
transport logistics, we school our Agents in 
the complex science of 
moving cargo thousands of 
miles as cost effectively as 
possible - taking into ac- 
count parameters such as 
warehousing expenses, in- 
transit inventory charges, 
insurance rates and the many other “hidden 
costs" of distribution. 

If you're exporting, you'll find our Stow- 
age Advisors a valuable source of assistance, 
whether you have a difficult piece of cargo to 
ship or are trying to stuff a container to take 
advantage of low “box” rates. 4 

We can help you reduce import costs 
through our freight consolidation service. 
And thanks to our expertise in inland trans- 
port, we can arrange dependable door-to-door 
delivery of your company’s products any- 
where on two continents. 

It’s not the easiest way to run a business. 
But when your customers are demanding... 


Regional Office, Hong Kong: 
ScanDutch Limited, Far East Management 
Tel. 5-8921808 


Vou can find demanding companies in every 
industry - among electronics firms, chemi- 
cal producers, manufacturers of toys, distrib- 
utors of fast food. They're the companies that 
would rise to the top in any field. They de- 
mand a lot of themselves and, not surprising- 
ly, of their suppliers. And 
when arranging container 
transport between Europe 
and the Far East, they call 
on ScanDutch. 

Why? Because at Scan- 
Dutch we demand more of 
ourselves than do any of our customers. For 
example, we have more experience than any 
other line on the route in operating a fixed 
weekly sailing schedule, a schedule that puts 
heavy demands on us but that is the most fa- 
vourable frequency for our customers. It al- 
lows them to plan long in advance, to inte- 
grate their production and distribution activ- 
ities, and to take advantage of the accompa- 
nying reductions in costs. 

We're also the route’s only carrier that is 
structured as a “one-line” organisation. Once 
again, it requires more of us. But it makes 
booking space a great deal easier for our 
customers. And, if there’s ever a question of 


WE HAVE THE MOST DEMANDING 
CUSTOMERS IN THE BUSINESS 



















|. Philippines: Rocking Cory's boat . 










| Foreign relations: Weather eye on Moscow - نس‎ BA 
| Hongkong: Howe's that, Geoffrey? 3 
| Indochina: Out of the frying pan, into the — . 
|, Cambodian mire -————____________ 
| India: Tamils on the warpath — ! 
Pakistan: Bl spe is es n 










Page 56 
Japanese Prime Minister Nakasone's | 
plan radically to restructure the in- 
debted national railways meets oppo- 

sition from unions. | 


Page 58 | 
Singapore Prime Minister Lee leads a 
parliamentary hearing on proposed | 
amendments to the Legal Professon 
Act. 


Pages 65-128 | 
A special FOCUS celebrates the 40th 
anniversary of the REVIEW this week. 
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| BUSINESS AT AFFAIRS 


os Economies: | lclaysasr s new equity 
Page 129 Oe 
Malaysia seeks refinancing of Japan- | Companies: Mo : More big thinking ir 


ese loans for its state-owned heavy | ی‎ pairs 
industry projects — while Prime | Nn pane in Sydney — — 
Minister Mahathir raises eyebrows | 


„Chan's Midas touch in Port Moresby. is 
with it talk about swapping debt for ‘Policies: From owed to owner in Manila سس‎ 
equity. JE 


The best example in Bangkok? - سس‎ 
Pages 130-133 


| t Industry: One DRAM too many in Brussels 
3 € ; Economic relations: Writing off the past 
While awaiting a verdict on its con- | 
troversial Sydney harbour tunnel pro- 


UID i BOSNIEN CMT eee 
| Cover story: Rising on few foundations 

posal, Japanese construction giant 

Kumagai Gumi turns its attention to 










-inSingapore .——— میس سس‎ 
Tying up the loose ends mimi 
` Filling the equation with a زا‎ 2 ged 
` « bond market 
Where to find new SIAS 
| Anew campaign to increase SES appeal — 
Investment: A genuine effort in China Tf 
- Markets: After the gold rush in Australia سس‎ 7 
Problems on the floor in Bombay سس‎ d ۱ 


value. of the yen causes discoloura- | 
tion of the balance sheet at home. 


Page 151 

After a 10-year wait, Japan pays out 
traders for their defaulted North Ko- 
rean debt — raising speculation of a 
new economic opening to Pyong- 
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China makes an effort to attract new . 
foreign investment by cutting taxes 
and easing red tape — but investors 
remain unconvinced. 
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the wake of a major default. 
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Pages 172-173 


: ینب‎ The ihevitable shake-out from the failure gave Singa- | DIRSISIEYNC AE TES 
pore Finance Minister Richard Hu. the opportunity to 


tighten regulations, which has resulted in a trimmer and Down but not owt 

more diversified financial market. Singapore bureau chief | Malaysia: Cool word from the king . 
Nigel Holloway reports on Singapore's bid to catch up with | Cambodia: Rebels on the march 
the front-running international financial centres. The Vietnamese gauntlet 
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AS the Philippine draft constitution is 


is campaign of criticism of 
Peano, Mes calling for 






The newly assembled Malaysian par- 
liament witnesses heated debate 
despite a call from the king for MPs to 
put aside racial issues. 





The anti-Vietnamese Democratic 
Kampuchea coalition has taken the 
military initiative in Cambodia during 
ie recent rainy season, which 
. Wours its guerilla tactics. 


Page 35 
Britain refuses 0 be drawn on its 
plans for further political reform in 
Hongkong before it reverts to Chinese 
sovereignty. 


Page 36 
REVIEW Washington bureau chief 
Nayan Chanda, in an excerpt from a 
forthcoming book, chronicles the 
1979 near-defection of amodo 
leader Prince Sihanouk. 


Page 40 
The anti-Hindi agitation in the south 
Indian Tamil Nadu state has raised its 
head again. 


Page 42 
A series of recent terrorist attacks in 
Pakistan has bred public cynicism 


mad public, Defence Minister Enrile 


over the efficiency of security forces. 
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lions of Hongkong dollars. 
| Cooptrs . “ybrand and 
three partners in the firm — 
two of them now retired — 
were named in the suit, A 
number of former OTB offi- 
cials and shareholders have al- 
ready been convicted of fraud 
in cases stemming from the 
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bank'slosses. -— Paul Handley 
Winding up is ordered 
for Pan-Electric 





Singapore Justice Lai Kew 
Chai ordered the winding up of 
Pan-Electric Industries, the 
local conglomerate which went 
broke in November 1985, 

owing S$450 million (US$207.4 
million). The Pan-El collapse 
forced the three- day süspen- 
sion of trading on the pam 
pore and Kuala 
stockmarkets. In 





his. judg í 
"The evidence of the com- 
pany's insolvency is over- 
whelming." Donald Sinclair, a 
shareholder who has fought a 
six-month legal battle to pre- 
vent the firm being wound up, 





says he will petition for 
the replacement of Price 
Waterhouse, the accountants 


handling the liquidation, by 


| another firm. — Nigel Holloway 
| No cheer in US Taiwan. 





US- Taiwan trade talks: chided 
in Washington. on 8 October 
without agreement on the issue 
of opening the Taiwan market 

to imports of US cigarettes, 

beer and wine. The failure to 
reach agreement on pricing 
ounds 
of talks this year meant.the JS 
was likely to launch. an.unfai 









Taiwan, though a decision 
probably would not come for at. 
least a month. Under US trade 
law. retaliatory action can be 
taken in the form of added 
duties on imports from Taiwan 
up to the amount of US pro- 
ducts considered affected by 
the alleged unfair practices. — 

Carl Goldstein 
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Due toa pr ng error, cêr | 
tain Indian rupee values were | 
incorrectly stated as US dollar | 
values in sHROFF [REviEw, 6 | 
Oct. ]. The Uttar Pradesh urea. | 
plant will cost Rs 7.2 billion: | 
Unit Trust of India will buy | 
Rs 25 million of Indo Guif j 
scrip; and the Reliance deben- ۱ 
ture and Tisco rights issues are | 

i 

E 


for Rs 4. biilion aad b 2 bition 


mechanisms after five 


trade-practices action again? 
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Malaysian court confirms 
Promet receivership 


Promet, Malaysia's stricken 

marine and civil- -contracting 
group. has lost its bid in the 
High Court to have a receiver- 
ship order against it lifted. The 
court also refused to lift an in- 
junction won by 10 of Promet's 
creditor banks on 27 Sep- 
tember, freezing its assets. The 
company and four subsidiaries 
plan to appeal to the Supreme 
Court. Underanearlier injunc- 
tion obtained by Promet, the 
banks are still prevented from 
winding up the group. In the 
meantime, two Singapore-reg- 
istered companies belonging 


to Promet were ordered into 


receivership by the Singapore 
High Court on 10 October. The 
judge also refused to lift a 


| Mareva injunction freezing the 


two subsidiaries’ assets. Coun- 


| sel for Promet argued unsuc- 
| cessfully that the receivership 


order would lead to the im- 
mediate liquidation of the com- 


panies. — Nick Seaward 
Land shareholders 
approve 


Hongkong Land shareholders 
approved the proposed de- 
merger of the company's sub- 
sidiary, Dairy Farm Interna- 
tional Holdings. in an extra- 


| ordinary general meeting on 14 


October, A prospectus and 
provisional allocation letters 
will be sent to sharcholders on 
27 October, and the hive-off 
will be completed when trading 
in Dairy Farm shares on the 
Stock Exchange of ا‎ ors 
begins on 3 December, The de- 
merger follows the sale of most 
of Hongkong Land's residen- 
tial properties for HK$1.4 bil- 


(US$182.7 million) to 
|| Alan Bond. — Paul Handley 
OTB sues auditors 


Coopers and Lybrand 


International accounting firm 


| Coopers and Lybrand has been 


sued by the Hongkong Gov- | 


| ernment-controlled Overseas | 


Trust Bank (OTB) for breach 
of contract in auditing and re- 


| porting the bank's accounts 
| over the three vears ending 


June 1983. A High Court writ 
filed by OTB, which was taken 
over by the government in June 
1985 after incurring losses for 
the year of HK$3.05 billion 
(US$39] million), did not 
specify. damages being asked | 
but سل‎ put them in the e bil- | L 








|| Hon 


| The third- -largest daily news- 
| paper in Indonesia, Sinar 
Harapan, had its publishing h- 
cence revoked by the Depart- 
| ment of Information on 9 Oc- 
| tober. The reasons given were: 
carrying "speculative" articles 
on the 12 September devalua- 
tion of the rupiah, and what it 
said were government plans to 
abolish import controls on 44 
; commodities. 

Under the move, the news- 
paper is forbidden to print. 
publish or distribute, appa- 
rently indefinitely. In announc- 
ing the ban, the department 
| said the articles were not only 
"speculative but could also 
cause unrest within society and 
destroy or disturb national sta- 
bility.” 

The department — also 
warned another newspaper, 
Suara Merdeka. to check the 
accuracy of its stories after it 
quoted Sinar Harapan's report 
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Thai minister survives 
no-confidence vote 

That Commerce Minister Surat 
Osathanukroh has survived و‎ 
no-confidence vote in the 
House of Representatives over 
his controversial decision. — 
later revoked — to allow the 
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Surat: coalition rift, ۳ 
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| 
۱ 
f 
۱ 
import of logs allegedly fel- | 
ed by Karen guerillas in Bur- | 
mi. j 
However, the vote on 9 Oc- 
tober, in which the Social Ac- | 
tion Party minister gained the | 
Support of 120 government | 
MPs against 109 opposing | 
votes, underscored an appa- | 
| rent rift in the ruling coalition, | 
| The 100-strong “Democrat 
| party, the largest partner in the 
coalition, withdrew its.support 
| by abstaining. 
— Paisal Sricharatchanya 
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| on import controls. 


armed. 
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۱ US warships to visit 
Chinese port | 
Three US naval vessels. will 
visit the port of Qingdao during 
11 November, the first call by 
US warships to a Chinese port 
ince 1949, US Secretary of 
efence Caspar Weinbesger 
nnounced following two days 
f talks with Chinese leaders. 
Weinberger also visited 
satellite launch facilities 
in Sichuan and received a 
briefing on the Vietnam 
border situation from the 
commander of the Kunming 
Military Region. 
— Robert 5 


Communists executed 


۱ "dedoueuen. ۳ 
y have been executed, 15 
after being sentenced to 
th after being found guilty 
of attempting to overthrow the 
ernment on 30 September 
3. Brig-Gen. P. Damanik. 
Kesman for. the 
ces, said the seven were exe- 
ted “recently” after Presi- 
k ی‎ rejected pleas for 








our former leaders of the 
were executed in 1985. 
o an end a 15-year 
during which no death 
nces against communists 
'arried out. Following the 
st executions, there are 15 
mmounists Still. in jail- under 
entence of death. 

— Vaudine England 


alas’ wife and 

guard released _ 

The Philippine Supreme Court 
on 14 October released from 
ustody the wife and body- 
ard of alleged Communist 
ty of the Philippines official 
Rodolfo Salas in an arrange- 
ment described by a defence 
awyer as a “political decision 
o save the suspended peace 
iegotiations" between the gov- 
nent and the communist- 
inated National Democra- 





















From, 
Arrested. together with 
alas. on 29 September. 


sefina Cruz and bodyguard 


answer charges of rebellion 
filed shortly after the arrest, 
- and Salas himself remains in 
o Custody, In return the three ac- 
< cused have agreed to withdraw 
habeus corpus w rits. 
" — James Clad 
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Max Heer, 

Senior Vice President, 
Regional Manager 
with Eric Tschirren, 
Senior Vice President, 
Branch Manager. 
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Swiss Bank Corporation reveals a closely guarded professional secret: 


Even if it works, ask why. 


Many of our customers have something 
in common besides their choice of 
international bank. They've learned how 
to learn from their successes, the way 
everybody else learns from mistakes. 
The reasons why something goes right 
are just as important as the reasons 
why something goes wrong, and may be 
even more rewarding (and elusive). 
When nothing succeeds like success, 
it's because nothing works like work. 
Incidentally, when our customers keep 
coming back to us, we do know why. 
And so do they. We're one of their 
professional secrets. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
société de Banque Suisse 





The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives); Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. 
Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 

Lintas Zürich SBV 1886 
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need for such : ‘geknowl le 
was agreed neither side sk 


1 “Pacific nation and kn U 
expressed interest. | T 
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as müch by other difficulties". x 


July n i 1 2 has nc 
| been put back to December 1 
move diplom: 
| ostensibly. e 
| “recover” from | e ۱ 
| planned for. Mas or June, but ات‎ 


| including slow progress on endin 
Sabah claim question and prot 
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materialise, 


; 
$ 
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| ordeny that its ships ar 
| nuclear weapons. Und 
| agreement signed by. 
| Washington, howev 


: characterise theo other" s position 


| in arranging a substantive agenda ig 
| acceptable to Indonesia. - | 
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to-party basis. The elk for a 
renewal of the formal dialogue 
between Taiwan’s ruling Kuomintang 
(KMT) and the opposition, 
brightened following the KMT's low 
key reaction to the tangwai's 28 
September E of the first 
formal oppbsition political party, the 
Democratic Progress Party. As KMT | 
chairman Chiang Ching-kuo ۱ 
proclaimed his intention to eliminate 
the longstanding martial law, ruling | 
party spokesmen renewed calls for. 


talks with the Opposition. Box F 


MOSCOW'S MOVE 

` Since Soviet: 

leader Mikhail 

Gorbachov's. 

speechin‏ نا 

X |: Vladivostok on 28 
f July, in which he ^ 

| called the Soviet 

Æ Union an Asia- 


^in Soviet 
participation in 
the Pacific Economic Cooperation — 
Conference (PECC), Moscow has 
sounded out the possibility of sending 
observers to the next major PECC . 
meeting in Vancouver in November... 
PECC is made up of academics and 
businessmen as well as government 
officials of non-communist countries 
in the region, who take part in a 
private capacity. While Australia and 
Indonesia have an open mind, Japan 
and the US are opposed to Soviet 
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: he TT of current De uty 


\ssistant Secretary of State for East 


"Asian and Pacific Affairs John Monjo 
as Washington's next ambassador to 


Kuala Lumpur is almost certain. 
“Monjo will replace Thomas 
Shoesmith next year. In other | 
diplomatic reshuffles. Nicholas Platt, 
an old China hand and currently 
executive secretary to Secretary of 
State George Shultz, has been tipped 
to replace Stephen Bosworth as the 
next ambassador to the Philippines. 
And Malaysia's ambassador to 
Pakistan, Imam Mohamad Hanif, will 
soon succeed Kuala Lumpur's current 
-Manila envoy Ismail Budin. 


MISA IN DOUBT 


There is some doubt whether the 
former chairman of the outlawed 
 Jommunist Party of the Philippines, 
` Jose Maria Sison, will be granted a : 
visa to visit the US next month. Sison 
has been invited by academic groups 
in Hawaii, California and: 
Massachusetts to make a lecture tour 
during the month. He has not yet 
made a formal application to the US 
authorities for a visa, but his 
preliminary feelers have met a rather 
negative response. 


TALKING TANGWAI 


Leaders of Taiwan's tangwai 
(opposition), emboldened by their 
success in proclaiming a party, were 
expected shortly to announce their 
willingness to rejoin talks on a party- 
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^ After almost a week of silence. ‘the 
ernment acknowledged that four Iran 


SRILANKA - mE 
"Tamil separatist’ juctiles 
trenched in the eastern distri 
three-day battle in which gover: 
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police هی‎ 0 Oct. » 


Police have. ‘arrested dive peint 
ing to smuggle two. tonnes 





| weightlifters in Seoul for the Asian | G 
“had sought to defect e Oct. i 


ELO are el وف ای‎ 2 


TAIWAN , 


THAILAND 


| charges of try 
;mafijwanit to od eset, i da. a 
formers, a senior military commander said (8 | : 
Oct.). A Swiss tourist kidnapped by Mus- | 
lim guerillas. nearly three months ago | 3 
was released, an army spókésian said (70 "d : untr 

; 2 military bases in | Vietnam 00 Oct 2x 





INDIA . 
Two-died in clashes between Gurkha 


separatists and members of the Communist | 


Party of India-Marxist, it was reported (/3 
Oct. ). | : 


INDONESIA ` 


'Nine communists convicted of plotting à 


coup 21 years ago were executed, an army | 


spokesman said. Jakarta's largest evening 
newspaper was banned indefinitely, it was 
reported (9 Oct. ). 


PAKISTAN | 

US Defence Secretary Caspar Wein- 
berger arrived for a three-day visit, it was re- 
ported (14 Oct.). 


PHILIPPINES 

The communist New People's Army exe- 
cuted 600 of their own men this year in. a 
bloody attempt to purge the movement of in- 


Qct. ). 


TA Soviet Venerdi said about 8, 000 troops 
Would leave the country from today, it was 
reported (14 Oct. ). 


BANGLADESH . 

` A bomb blast at Dhaka University killed 
one p and wounded 10. police ind ue 
Oct. ۱ 


CHINA 

. US. Defence e Caspar Wein- 
berger announced that three US warships 
would visit the country next month. China is 
trying to pay for the modernisation of its 
army through arms sales and under.the- 
counter acquisition of military technology. 
Western defence analysts claim (9 Oct.). 
Five people have been jailed for six years for 
spying for Taiwan (/0 Oct). Queen 
Elizabeth arrived for a six-day tour (/2 Oct. ). 


HONGKONG 

A proposed campaign by ant nuclear 
protesters during the visit of Queen 
Elizabeth was cancelled, iti was reported (17 
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after becoming. president, Enrile said, 


Aquino "forfeited that mandate, she re- 


of the nation." . | 

With these tough words Enrile 
played on well worn .sentingents. 
Aquino's repudiation of the 1973 con^ 
sutution eased her removal of Marcos- 
era officials. It also abolished the na 
tional assembly and threw former MP 





out of a job — a move upsetting politi- 
| cians even on her side of the political 


fence, not least those belonging to Vice- 
President Salvador Laurel's Unido 
party. Enrile has shown progressively 
fewer qualms about reminding the 
country that Aquino owes her job to a 
military revolt he helped lead in late 
February, | V dee 

And in recent weeks he has bécome 
irritated by increasingly clear signs that 
the Aquino-appointed constitutional 
commission (Concom) would dispense 
with presidential elections until the end 
of 1992. This is exactly what has hap- 
pened. On 13 October Concom ap- 
proved by a vote of 44-2 (one commis- 
sioner was absent) a draft that creates a 


the NPA,” Sison told the REVIEW in an. 
interview during his recent visit to 
Bangkok as the Philippine winner of the - 
annual Southeast Asia Writer's Award 
"With the people's support, the NPA i, 
the one with the eyes and ears, and the 
NPA does not move in large formations 
and has no fixed construction, so there 
is actually no target for the ۲ 


£6 "f" he AFP now has this dilemma of 
.W whether to concentrate its forces 
or spread them out. In many places they 
concentrate, they locate fhree battal- 
ions close together so that they can sup- 
port each other. But then, while these 
battalions cannot be attacked, they 
leave wide spaces open and the NPA 
can raid the municipal police forces and 
the CHDF [paramilitary] units [nor- 
mally, to seize weapons]. When the reg- 
ular troops disperse, however, they 
themselves become easy targets; they 
can be eaten piece by piece." | 
Sison, echoing leftist spokesmen in 
the Philippines, condemned the arrest 
of Salas and said the issue could bog 





Rocking Cory’s boat- 
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DAVID JENKIMS 


Aquino for the first time on 7 October, 
saying that after Marcos’ departure, the 
Filipino people hoped for an early elec- 
tion to the country's top leadership. 
Aquino organised her government 
initially under Marcos’ 1973 constitu- 
tion, he said.. Then he told his hotel au- 
dience he had helped install Aquino as 
president because she “had received the 
mandate of the people." But a month 
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James Clad in Manila 
B: the middle of October, political 
= 


P stability in the Philippines seemed 


to be gaining and losing ground at the |: 


same time and in almost equal measure. 


issent within President Corazon 
Aquino's government, notably open 


. 


riticism from Defence Minister Juan 
once Enrile, distracted attention away 
rom what should be a more durable 
evelopment: a new, 109-page constitu- 
on that will be the subject of a plebis- 
ite on 23 January next year. 


. In recent months Enrile’s tireless | 
doubting has become staple fare in |: 


fanila's. political diet. Generally the 
3-year-old defence minister has been 
ontent to warn against presidential 
olicies that might be too lenient on the 
nmunist insurgency. His public dis- 
ince from Aquino's dialogue with the 
ommunist-dominated National Demo- 
cratic Front (NDF) contrasts with his 
public endorsement of Similar moves 
vis-à-vis tribal and Muslim insurgents 
REVIEW, 25 Sept. ). 
^ A former minister in the government 
of deposed president Ferdinand Mar- 
cos, Enrile made his most direct attack 
fet on the president clothed in the garb 
of. constitutional wrangling a 
voured pastime of the Philippine poli- 
tical elite. Lifting the pitch of his scepti- 
sm of the government to which he be- 
ngs. Ennle hit out personally at 


were, 
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Jown but not out 


Zommunist forces seek breathing space to regroup 


Rodolfo Salas — the man widely 
thought to have succeeded Sison as CPP 
chairman, or at least as head of its mili- 
tary commission — has jeopardised 
talks between the government and rep- 
resentatives of the leftist National 
Democratic Front (NDF) umbrella or- 
ganisation towards a ceasefire. 

. Sison says that the somewhat con- 
fused and demoralised Armed Forces of 
the Philippines (AFP) desperately 
needs the breathing space a ceasefire 
would provide to retrain and reor- 
ganise. The 18-20,000-strong com- 
munist New People's Army (NPA) has 
been harassing government troops as 
much since Aquino came to power as it 
did when former president Ferdinand 
Marcos was in charge. 

“The AFP is deaf and blind vis-à-vis 
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y Rodney Tasker in Bangkok . 
F or nearly 10 years, he was the Philip- 
. pines’ equivalent of China's late 


ommunist مب وید‎ t Mao 
Zedong. Now Jose Maria Sison views 


the progress of the communist move- 
ment in the Philippines from the van- 
tage point of his newfound freedom — 
after more than seven years in captivity 
7 and what he has to say does not augur 
_ well forghe success of the currently stall- 
. ed peace talks between the government 
of President Corazon Aquino and 
forces of the Left. | 
. Sison founded and led the the pro- 
-Peking Communist Party of the Philip- 
. pines (CPP) for a decade until his cap- 
-ture in 1977. He was released with other 
political prisoners by Aquino shortly 
after she came to power in February. 
Now, the recent arrest in Manila of 


















MALAYSIA 


Cool word 


from the king 


MPs get heated on race after 
king's warning on subject 


By Suhaini Aznam in Kuala Lumpur 


mid feass that discussions of the | 
ever-sensitive subject of race rela- — 
tions could get out of hand in the new | 


parliament in view of its greater opposi- 


' tion representation, the King of Malay- 
sia opened the new session on 7 October — 
with a clear message to cool debate on - 

, the issue. 


“We must be cautious in all our 
speeches, writings and action so that 


sensitive issues are not raised," he said | 
in a speech prepared for him by the gov- |. 
ernment. "Although you are free to | 
voice any issues in this House, it must be | 





done with sincerity, and be free from 
emotions and racial sentiment for the 
sake of national stability." 

The warning reflected a growing 
concern here for the recent direction 


race relations have taken. This enlarged 


parliament, with 177 seats following the 
August general election, contains the 


largest opposition block since 1969 — | - 


and one with distinctly racial charac- 
teristics. x 
Perhaps in anticipation of a more 


vocal opposition, the government or- | 


ganised a two-day seminar recently 
where all ruling National Front MPs 
were given lectures on government 


policies including the sensitive New — 


Economic Policy (NEP), the Look East 
policy and the absorption of Islamic 
values. Lower house speaker Tan Sri 
Mohamed Zahir Ismail also briefed 
them on parliamentary standing 
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tion of the new constitution. That pros- 
pect may be the best reason why the 
document will weather the plebiscite. 

Concom generally has failed to ignite 
much enthusiasm. Its long, legalistic 
sessions enervated commissioners and 
public alike, though some sharp ex- 
changes occurred over issues such as the 
US bases and foreign ownership of busi- 
nesses in thê Philippines. Several Con- 
com appointments never took up their 
posts. One Concom member, a film di- 
rector, resigned in disgust earlier this 
year, while two others on the 
“nationalist” side of these debates, Jose 
Suarez and Jaime Tadeo, voted against 
the final document. Eleven more voted 
in favour only with reservations. 

The two dissenters described the 
final product as *verbose." It contains 
“many ambiguous provisions and does 
not provide the framework for a longer, 
lasting political stability," they added. 
This last point, if true, cuts across argu- 
ments favouring Concom's hectic, 16- 
week work programme on the grounds 
that a new constitution will provide the 
opportunity for new elections, leading 
to a more stable political situation. 

The elections should, in turn, con- 
solidate Aquino's position and distract 
politicians away from the national to the 
local stage. Whether the new constitu- 
tion “does its job” in this respect is a 
moot point. Enrile's increasingly direct 
sniping shows that he at least may have 
other elections in mind. On 14 October 
he added a further tremor to the politi- 
cal scene by choosing not to attend a 
cabinet meeting, describing the weck- 
ly gathering of ministers as “a waste of 
people's money." This new challenge 
followed yet another attack on the pres- 
ident on the grounds that she had yet to 
devise an anti-insurgency strategy. D 


see, it is not true that the AFP has been 
held back by her. The fact is that the 
AFP has been going beserk . . . the 
sweet image of Mrs Aquino and the 
harsh image of Enrile may be just two 
sides of the same coin. 

"The Aquino government is a pro- 
US, reactionary government with a lib- 
eral-democratic tendency, to distin- 
guish it from the unmitigated open rule 
of terror by Marcos. She's still better 
than Marcos, but it is not true that she 
has solved all the problems of the 
Filipino people [or that] the revolution- 
ary movement is at her mercy. I think 
the revolutionary movement can hold 
its ground against her if she would allow 
herself to be used completely as a tool of 
the US and the upper classes to which 
she belongs." 

Whether Sison's comments reflect 
communist concern that they have now 
been put on the defensive. But his attitude 
suggests that he is still confident that the 


- Left will eventually take power in Man- 


ila — with or without a ceasefire along 
the way. Oo 


+ 


- - "Dua tur ۱ £3, مایق‎ ^4 [hd Wet "Wd" 
= 3 مت زد 3 تا‎ ae co lau iu cedi ise uv ER: ajo n I^ 


two-house legislature with 200 con- 
gressmen and 24 senators, and an elec- 
tive and executive presidency, but does 
not require Aquino toeface an election 
until the end of her original six-year 
term. 

The draft constitution also contains 
many provisions dealing with such mat- 
ters as family life, education, social jus- 
tice and women's rights. It sets up a per- 
manent commission on human rights. 
The document also gives explicit recog- 
nition to "people's organisations" and 
to a national language to be known as 
Filipino. It contains long sections on the 
civil service, an audit commission, the 
judiciary, on the “accountability of pub- 
lic officers" and on the "national econ- 
omy and patrimony.” 


n its structure the document reflects 
the-1935 constitution that Marcos dis- 


f placed in 1973. On the controversial 


subject of the US military bases in the 
ountry, Concom’s draft leaves Aquino 
vith a free hand to renegotiate, subject 


to legislative approval, new terms after 


the present leases expire in 1991, and 
declares, "subject to the national in- 
terest," a national intention to follow a 
nuclear-weapons-free policy (REVIEW, 
2 Oct.). 

In line with a proclamation creating 
Concom last March, the document now 
goes to the people in a national plebis- 
cite. The interim "Freedom Constitu- 
tion" will disappear if the Concom's 
work receives a popular mandate — 
which most political observers believe it 
will. But the climate could change. 
Politicians displaced by Aquino could 
sense an opportunity to deal her a re- 
verse. So far, however, their energies 
seem focused more on local and region- 
al elections that will follow the introduc- 


down the ceasefire talks. The NDF 
night now make its own arrests of gov- 
'rnment officials, he said, “so that there 

will just be an exchange of arrests for 
the purpose of exchanging political pri- 
soners.” He added: “The Philippine 
Government should not think that it has 
such a great advantage in holding three 
people . . ۰ the NDF should really recon- 
sider its desire to negotiate because 
there are no safety and immunity 
guarantees.” 

Some observers in Manila believe 
that Aquino was embarrassed by the ar- 
rest of Salas and its resulting setback for 
the ceasefire talks, with the NDF claim- 
ing that as a CPP leader he was indi- 
rectly involved in the negotiations. A 
popular theory is that Defence Minister 
Juan Ponce Enrile and armed forces 
chief of staff Gen. Fidel Ramos may 
have been intent on such an arrest be- 
cause they do not trust the Left’s mo- 
tives in entering the talks. 

Sison was prepared to go along with 
these theories, but added: “Mrs Aquino 
herself may be a nice woman. But, you 
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tional و‎ (Umno) assembly. 

“If we are not allowed to discuss our 
feelings at the Umno general assembly, 
where are we te do it?" he demanded. 

"We have so few privileges and people 
want to question even that. Citing gov- 
ernment statistics, Othman said that 
the average monthly income of Malays 
was still only M$800 (US$305), com- 
pared with M$1,500 for Chinese and 
M$1,000 for Indians. "It is difficult 
to provoke the Malays but if they 
are pushed against the wall, there is 
no knowing what they would do," he 
warned. 

At one point, the debate threatened 
to disintegrate into a coffee-shop brawl 
when Othman persisted in calling Lim 
"bodoh" (stupid) despite repeated re- 
primands from the deputy speaker that 

"the word does not exist in the vocabu- 
lary of this august hall." Defending their 
party chief, several DAP MPs took 


*. 





Samrin government. Phase five calls fo 
the withdrawal of Vietnamese troops 


from Cambodia by 1990, though 
enough troops may be left behind to en- 
sure the continuation of Hanor's influ- 
ence. Laos has some 40,000 Vietnamese 
troops in residence. 


sixth phase has been added to the 

K5 plan. It involves setting up 
"strategic hamlets," in which the Viet- 
namese army will concentrate its re- 
sources in secured towns and villages, 
from which it can launch sweeps of the 
countryside. Ironically, the US used 
much the same approach during the 
Vietnam War. 

Since the destruction of its border 
camps, the resistance has become more 
mobile and elusive. Freed from the bur- 
den of guarding their dependents — 
some 250,000 of whom have fled into 
Thailand — the resistance has split up 
into smaller units and moved deeper 
into Cambodia. The rainy season that 
PES Seer 
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| dence suffered by the government; re- 


minded the National Front that it had 
received 70% of Malay popular support 
but only about 25% non-Malay support, 
and urged that the NEP be scrapped if 
its real objective was to "preserve, pro- 
tect and expand Malay political domi- 
nance" as he interpreted Datuk Abdul- 
lah Ahmad, the Kok Lanas MP, to have 
said in a speech in Singapofe (REVIEW, 
25 Sept.). Subscribers to this theory 
categorised Malaysians into politically 
dominant “first-class citizens" and “sub- 
ordinated and subservient" second- 
class citizens, he said. 


endang MP Othman Abdul, the first 

backbencher to speak in the debate 
on the traditional motion of thanks 
on the royal address, promptly took 
Lim to task for criticising Prime 
Minister Datuk Seri Mahathir Moha- 
mad's speech at the United Malays Na- 


* Sich on DOCE and 2 2 
Matching government efforts, the 
opposition Democratic Action Party 
(DAP) has also begun a series of weekly 
brainstorming sessions for its MPs, with 
an occasional. guest speaker such as 
. Chandra Muzaffar of Aliran, the public 
interest group. On both sides of the 
floor, attendance improved markedly 
from previous sittings, spurred per- 
haps by the presence of 96 eager new- 
. comers. 
Indeed, the first three days of debate 
. were lively, bordering on the fiery. With 
` 24 DAP MPs and one from the Parti 
. Islam sitting directly across from the 
| government's ranks of senior ministers, 
1  tempers sometimes were short. 
| A And despite the king’s advice, issues 
| ofrace did come to the fore. Opposition 
| leader Lim Kit Siang, the DAP secret- 
_ ary-general, devoted long speeches to 
| what he described as the crisis of confi- 
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| CAMBODIA 


Rebels on the march 


` Resistance coalition troops take the military initiative 


In mid-September Robert Kar- 
niol, a Canadian journalist, crossed 
the Thai-Cambodian border into 


Cambodia's Battambang province 
with an Australian colleague for a 
three-week stay with Cambodian 
resistance forces. This is his report. 





Hanoi's 1984-85 dry-season offen- 
sive was a well planned and carefully 
coordinated conventional military oper- 
ation leaning heavily on the use of ar- 
mour and artillery — and expensive 
logistical support. About a dozen resist- 
ance bases were attacked in turn be- 
tween 18 November and 11 March. As- 
saults on each base began with an 
artillery barrage, followed up by tank- 
led attacks where terrain permitted. The 
campaign was a success, despite stiff re- 
sistance, and marked the completion of 
the first phase of Hanoi's K5 plan. 

The K5 plan ts Vietnam's blueprint 
for ending the Cambodian conflict. 
Phase one called for the destruction of 
the resistance's border bases and phase 
two entailed sealing off of the 798 km- 
wide land bridge between Cambodia 
and Thailand to halt the infiltration of 
men and supplies to the resistance. The 
latter is a huge project that has yet to be 
completed. It comprises a barbed wire 
security fence, mines, fields of fire over 
clear terrain, set fortifications and pat- 
rols. 

Phase three is aimed at mopping up 
resistance units in sweep operations, 
and phase four involves the consolida- 
tion of the Vietnamese-backed Heng 


| | By Robert Karniol in Bangkok 
1 early eight years after Vietnamese 
forces invaded Cambodia, it is clear 
| they cannot be expelled from the coun- 
try by military means alone. The dispa- 
| rate elements that comprise the Khmer 
| resistance, which include the foot sol- 
| diers of one communist and two non- 
| communist factions, recognise this hard 
T truth but take heart in the fact that the 
| E nese too are not winning the 
wa 
K The Cambodian conflict is, at pre- 
| sent at least, at a stalemate according to 
analysts here. This was not anticipated 
| six years ago, when the resistance was 
only an impotent rabble haunted by the 
horrors of the then recently dislodged 
۱ regime of Pol Pot, whose Khmer Rouge 
killed hundreds of thousands of men, 
| women and children in its drive to ' lib- 
| erate" the country. Eighteen months 
| ago, when the Vietnamese routed re- 
sistance troops from their bases strung 
| _ just inside Cambodia along the coun- 
| try’s border with Thailand, the pro- 
y spect of a stalemate seemed equally re- 
n mote. 
| The country’s last two rainy seasons 
4 a — which run roughly from June through 
October and favour guerilla activity — 
| have seen the resistance assume the in- 
| itiative. This followed a period of reap- 
oq and regrouping after the loss of 
. the resistance's border enclaves i in 1985. 
-. Now, at the start of this year's dry sea- 
son which will favour Vietnam's con- 
| ventional forces by giving them greater 
i mobility, the key question is whether 
| the resistance can maintain its momen- 
| tum. 
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when he added: that Lim should be. 
grateful to be a citizen. "How: many - 
countries would give the same free- 


dom to orang pendatang (immi- 
grants)?" he demanded. “How many . 
nations in the world give citizenship — 
status in the name of understanding ب‎ 
unity?" Malaysian Indians and Chinese, 
are often hurt by the term penda 
and the deputy speaker ordered it with- 
drawn. 

Whatever his intentions, Ahmad 
seems to have awakened waves of em- 
pathy among young Malay leaders — - 
and triggered a corresponding chain of | 
protest, especially from Chinese lead- | 
ers. Both, perhaps spurred by the elec- — 
tion campaign and results, now seem 
more willing to speak their minds on 
very delicate subjects, including the 
very sensitive, cherished topics of 
bumiputra rights and immigrant citizen- — 
ship. u 


incursions into Thailand are also — 
expected, though large-scale offensives — 
against resistance bases in Thailand are © 
thought unlikely. As part of the 
strategic-hamlet concept, the Vietnam- 
ese may increase the number of sweeps 
in an effort to regain the initiative, but 
its efforts so far have been ineffective. 

The KPNLF, struggling with internal 
political problems, is trying to consoli- 
date its command structure. Its political 
difficulties have divided the group into 
two camps, with one supporting found- | 
ing-father Son Sann and the other fall- 
ing in behind chief of the general staff 
Gen. Sak Sutsakhan. ۱ 

On the military side, the KPNLF is © 
expected to try to expand its field of op- | 
erations and extend patrols from the 
present 90 days duration to 120 days. It - 
also plans to carry out a campaign of 
sabotage against the Vietnamese for the 
first time. In addition, it plans to deve- 
lop further its training programmes. 
The coalition faction's propaganda ac- 
tivities are also taking on increasing im- - 
portance. E 

The coalition forces loyal to 
Sihanouk are also expected to move to 
extend their field of operations, intro- 
duce longer patrols and begin sabotage 
campaigns against infrastructure. and 
military targets. It also plans to step up 
training and consolidate its propaganda 
work among villagers. 

The Khmer Rouge is said to be plan- 
ning increased attacks on the civil ad- 
ministration. It is seeking recruits from 
the countryside and establishing firmer 
roots in the villages by marrying off its 
soldiers to local women. The Khmer 
Rouge is believed to be trying to con- 
solidate its hold on the territory it now 
controls and it may begin harassing 
Phnom Penh. Propaganda efforts are 
also expected to be stepped up 
perhaps including a higher profile for 
Sihanouk, who is widely respected by 
most Cambodians. O 


| suit” 


said: "I was under heavy pressure." 

Meanwhile, Abdullah's speech — by 
his own admission now "infamous" 
still caused residual waves of protest at 
the Malaysian Indian Congress (MIC) 
general assembly on 11-12 October, 
where one delegate urged MIC lead- 
ers to see to it that action is taken 
against Abdullah. MIC president Datuk 
Samy Vell. told the assembly not to 
get excited and declared the subject 
closed. 

But in political circles at least, 
Malaysians seem unwilling now to 
put back the lid on the country's racial 
Pandora's box. Back in parliament on 
13 October, Jempul MP Khalid Yunus 
reminded Lim that he should be grate- 
ful. that because of parliamentary 
democracy he could speak freely and 
boldly. 

Khalid, a familiar Umno Youth ac- 
tivist, then stirred up a hornet's nest 
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and forces loyal to Prince 
Norodom Sihanouk, have suf- 
fered from internal strife, with 
the Khmer Rouge usually get- 
ting the upper hand because of 
its superior military strength. 

Meanwhile, according to 
intelligence reports, the Viet- 
namese army and the Cam- 
bodian forces under its tutel- 
age have been conducting 
sweeps rather than major of- 
fensives as in previous years, 

The coalition has assumed 
the military initiative during 
this year’s rainy season, choos- 
ing when to launch attacks 
and when to avoid sustained 
contact. The rainy season has 
also been a period of building 
up supplies in the field for 
"proposed dry-season activities 
— especially for those pro- 
posed by the Khmer Rouge, 
which dominates its two smaller part- 
ners. The Khmer Rouge's 450th Divi- 
sion, based in the Malai Hills of Battam- 
bang province, claims to have about 
1.000 combat troops and 2,000 support 
troops under its command. The latter 
brings supplies to the field twice monthly 
during the rainy season and once a 
month during the dry season. 

The Vietnamese have taken on a 
reactive role, responding to resistance 
activity rather than launching its own at- 
tacks. The rainy season tends to impose 
these tactics on Vietnam's more con- 
ventional forces. However, when the 
dry season begins, the situation could 
change rapidly. 

Intelligence sources believe Viet- 
namese plans for the 1986-87 dry season 
include a major effort to seal the border 
with Thailand. Small-scale “hot-pur- 
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turns in engaging Othman in a shouting 
match. 

Lim had baited Abdullah at several 
points for his views ore Malay political 
dominance expressed in the Singapore 
speech, suggesting that someone else 
making a similar speech would have 
found himself under arrest, Lim recall- 
ed that Abdullah had been accused of 
being a communist in 1976 and sub- 
sequently was detained under the Inter- 
nal Security Act. 


hmad took this up two days later. 


“On this holy Friday, I declare be- | 


fore this esteemed assembly that in the 
name of Allah, I was never a com- 
munist, I was never pro-communist and 
I will not become a communist," he said 
earnestly. When Lim pressed him to ex- 
plain whether he had been "tortured 
r brainwashed" into making his tele- 
vised confession in 1977, Ahmad merely 









Vietnamese officers in Phnom Penh. 





۱۱۱۵۱۷۵۵ the 1984-85 Vietnamese offen- 
sive was used to re-group and work out a 
new strategy. 

By the time the 1985-86 dry season 
had begun, the resistance had set up 
new and smaller bases — many of which 
could be moved at short notice. In addi- 
tion, it was able to train and arm a few 
thousand more guerillas than it had 
under its command previously and it 
was able to expand its activities in the 
country's interior. Small-unit guerilla 
attacks became prevalent and political 
action, such as helping villagers with 
medical care and crop harvesting, in- 
creased. 

The three factions making up the 
Democratic Kampuchea resistance co- 
alition were also better able to coordi- 
nate their activities, such as in a com- 
bined attack on Battambang city in 
March. The coalition, comprising forces 


of the communist Khmer Rouge, and + 
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the non-communist Khmer People's 
National Liberation Front (KPNLF) 
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operation among the three factions of 
the Democratic Kampuchea coalition. 
The KPNLF is one of two non-com- 
munist coalitionffactions. 

When we arrived at the base camp, 
another 3rd regiment company was al- 
ready in residence. It had been there for 
two months, its commander said. Also 
present was a platoon of soldiers from 
the coalition s other non-communist 
faction, the group loyal to Prince 
Norodom Sihanouk. They were on their 
way to the border. Small units of Khmer 
Rouge, the coalition's communist fac- 
tion, passed through the camp at a 
steady rate. 

One of those wounded during 
the engagement with the Vietnamese 
was my Australian colleague, David 
Nason, who suffered a flesh wound 
in his right side. Our KPNLF hosts 
showed concern and sought his ad 
mission to a Khmer Rouge field hospi- 
tal. The request was 
initially denied, wit 
the Khmer Rouge com- 
mander explaining that 
he required permis- 
sion from higher autho- 
rities. The KPNLF said 
their own wounded were 
sometimes treated at this 
hospital. 

When we learned of 
intensive Vietnamese ef- 
forts to find us — appa- 
rently our captured col- 
league had told the Viet- 
namese about two jour- 
nalists travelling with the 
KPNLF company — we 
turned again to the 
Khmer Rouge hoping to 
slip by the Vietnamese 
by reaching the border 
through their territory. 
Several days of nego- 
tiations took place be- 
fore we received a posi - 
tive response. 

The Khmer Rouge 
were friendly and gener- 
ous to Nason and me. 
They had a doctor wait- 
€ ing to treat Nason on our 
| arrival at the mobile 
of their 
450th Division. The of- 
ficers and men of the KPNLF and the 
Khmer Rouge seemed to get along well. 

At other times during the three 
weeks we spent with the resistance we 
observed that the KPNLF had no trou- 
ble purchasing food supplies from villag- 
ers. They also appeared to have good in- 
telligence sources, among them villag- 
ers and local militia. 

Meanwhile; the Khmer Rouge ap- 
peared well supplied and highly or- 
ganised. Its troops were confident while 
passing through its territory, and villag- 
ers encountered on the march seem- 
ed relaxed in the presence of the sol- 
diers. 
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The Vietnamese gauntlet 


Hanoi's forces make infiltration from Thailand costly 


weapons, and then while nearing the 
Thai border upon our retyrn to Thai- 
land. One of our party was killed, four 
wounded and one was captured by the 
Vietnamese. 

At the highway crossing, the Viet- 
namese used AK47 assault rifles, AK57 
light machine guns, 60mm and 82mm 
mortars, rocket-propelled grenades and 
a few rounds of 105mm artillery. 

Through intelligence reports, we 
learned that the Vietnamese boosted 
troop strength along sections of High- 
way 5 to 1,500 men from 500 in an effort 
to track down our escort unit. Militia 
units along the road were also placed on 


dex 
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KPNLF froops relax. 





alert, the reports said. We also learned 
that the Vietnamese set up ambushes 
north of the highway along what they 
believed would be our route in the event 
we got past their highway barrier. 
Scouts were also sent south to search for 
us, and a Rials 5,000 reward (US$40) 
was offered to any villager providing in- 
formation on our location. 


e entered Cambodia with a Khmer 
People's National Liberation Front 
(KPNLF) company from the KPNLF's 
3rd regiment.and spent much of our 
time at one of the regment's base 
camps. There we saw evidence of co- 


By Robert Karniol in Battambang province 


he anti-Vietnamese Democratic 

Kampuchea coalition appears to be 
operating effectively within Cambodia, 
at least during the current rainy season 
that favours its small unit, guerilla tac- 
tics. 

A Vietnamese army Security cor- 
ridor along the Thai border, aimed at 
preventing resistance forces from enter- 
ing Cambodia and retreating back into 
the safety of Thailand, seems effective 
but can be breached at a cost. In cross- 
ing into Battambang, we encountered 
the corridor three times. 

On each occasion an advance unit of 
the resistance found us a clear path 
through the corridor, including through 
two Vietnamese minefields — by crawl- 
ing on their stomachs and probing 
the soft earth for mines with long nee- 
dles. 

Barbed wire fences were breached 
with clippers, and river crossings were 
made with nylon rope strung across the 
water to aid in swimming. We followed 
when the route was clear in single 
file, each man walking in the footprints 
of the man in front of him. In the dark, 
we put a hand on the man ahead for 
guidance. 

Once the advance party was attacked 
by a small Vietnamese unit while prob- 
ing the second minefield, and a short ex- 
change of fire occurred before the ad- 
vance unit broke off and later crossed 
the border on its own. Two of its men re- 
ceived superficial wounds. 

We heard the shooting while waiting 
for clearance to advance and retreated 
into the jungle. Although our escort 
outnumbered the Vietnamese, we were 
mindful that the Vietnamese could call 
artillery fire onto our position. 

The rainy season allows the resist- 
ance to move about the countryside 
with confidence, even in daylight, as 
Vietnam's more conventional forces 
take a lower profile during Cambodia's 
wet summer months. However, our es- 
cort took no chances. The main body 
marched with an advance unit, rear 
guard and scouts on the flanks. Perime- 
ter guards were. posted when we 
camped. 

Vietnamese set positions were 
strong ànd covered by artillery placed 
up to 25 km away. The set positions 
proved difficult obstacles, particu- 
larly when placed at choke points 
along border approaches and major 
roads. 

Twice we attracted their fire: first 
while crossing Highway 5 near Sophi 
railway station, where the shooting 
lasted 30 minutes while we scrambled, 
swam and crawled through open paddy 
fields to get out of the range of their 
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Los Angeles? 
Or that Kleinwort Benson Government Fe? 
Securities in Chicago is a well-established _ 
primary dealer in the US Treasury market? 
We believe that, by merging with leading 
brokers Grieveson Grant, we've established 
a major world financial group. ^ * E 
Banking, corporate finance, investment. 
management, stockbroking, security : 
dealing: we'll be happy to talk to you about 
any of them. j 
And wherever we meet, we'll be on our 
home ground. 


Kleinwort Benson 
The bright people in the right places. 
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permanent resident of the Big Three. 

We have offices and subsidiaries through- 
out America, the Pacific Basin and Europe. 

By almost any yardstick, we're the 
biggest of Britain's merchant banks, so 
we've plenty of financial muscle. 

We underwrote over a third of the equity 
capital raised in the UK last year, more than 
any other firm. In the first half of this year 
we advised on over 30 UK takeover and 
merger transactions worth £8 billion. 

But we'd rather you loved us for our 
brains than our brawn. 

Did you know, for example, that 
many of the most sophisticated 'swaps' now 
in use were invented by our people in 





When you're trading round the world 
for 24 hours a day it’s not enough to stay 
wide awake. Though we do. 

Nor is it enough to invest in up-to-the- 
minute technology. Though we have. 

‘It's not even enough to pick bright 
people. Though we've spent years gathering 
the brightest bunch in the business. 

You have to be at home in all the major 
markets. 

Not just knowledgeable about them, 
but familiar with them. 

As members of the London and the 
New York Stock Exchanges, and proud 
owners of a licence to trade securities in 
Tokyo, the Kleinwort Benson Group is a 
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ed China this year avoided Vietnam. 

Perhaps significantly, amid small 
signs of concern — and defiance — 
about the Soviet moves towards China, 
Vietnam has began emphasising its 
closeness with and dependence on 
Moscow. A Nhan Dan editorial in Sep- 
tember said: "Staying firmly united and | 
comprehensively cooperating with the 
Soviet Union and definitely relying on 
Soviet assistance is the principle as 
well as the basic policy of our partv 
and state." While the statement could 
be seen as an abject appeal to Moscow 
not to abandon it, most analysts saw | 





this. statement as aimed at silenc- 
ing doubters within Vietnam's ruling 


party. 

Another side of the Vietnamese dip- 
lomatic coin has been its effort to woo 
Washington. In his speech before the 
UN earlier this month, . Vietnamese 
Minister of State for Foreign Affairs VL 
Dong Giang repeated the appeal made | 
there since 1984 for the US to play ^ | 
constructive role in Southeast Asi: 
Diplomatic observers note that Hanoi is ” 
more than ever keen to improve its ties 
with Washington in order to increase its | 
diplomatic manoeuvrability vis-à-vis 
China and the Soviet Union. 

That effort, however, has met with 
very limited success. During recent 
meetings in New York between Giang 
and US officials, it was agreed to hold 
direct talks with Hanoi on the question | 
of repatriation of Amerasian children, 
which in the past Washington has in- 
sisted on discussing matter through 
the UN High Commissioner for Ref- 
ugees. US officials also offered to give 
Vietnam written assurance that Viet- 
namese citizens released from “re-edu- 
cation” camps to migrate to the US | 
would not be used by the administration | 
against Hanoi. While these agreements 
helped to improve the atmosphere, the | 
meetings in New York failed to resolve | 
the issue of signing a joint agreement on. | 
cooperation to search for US MIA 
(missing-in-action) in Vietnam. : 

The US refusal to sign a joint agree- 
ment, sources explained, arose from the 
fact that while disclaiming any political 
conditions, the Vietnamese wanted the | 
US to endorse its political analysis ina | 
document on the MIA issue. The Viet- | 
namese draft stated that, among other | 
things, "the improved security situa- 








tion" in Vietnam, Cambodia and Laos 
allowed freer movement, thus aiding 
the search for remains. According to US 
sources, to put a US signature on sucha 
text would be tantamount to accepting 
the Vietnamese position on Cambodia, 
establishing the very political linkage 
that Hanoi says it does not seek. Asked 
if the lack of a joint agreement would in- 
terfere with the resolution of the MIA 
issue — which Vietnam has promised to 
settle within two years — a Vietnamese 
source cryptically said: “No, it does not 
hinder the work but obviously it does 
not help it either.” ü 
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Weather eye on Moscow 


Hanoi recalls that it can't be pushed around 


The latest sign of Soviet eagerness to 
seek a settlement with China comes in 
the wake of Soviet leader Mikhail Gor- 
bachov's 28 July speech in Vladivostok 
offering some concessions to China. 
Vietnamese party General Secretary 
Truong Chinh, who flew to Moscow os- 
tensibly to receive a briefing on the Vla- 
divostok initiative from Gorbachov 
himself, seemed to have received a cool 
reception. The communiqué issued:at 
the end of his talk avoided the standard 
phrase about both sides achieving 
“complete identity of views.” Also con- 
spicuous by its absence in the com- 
muniqué was the standard assurance that 
Sino-Soviet normalisation would not be 
at the expense of "third countries." 

Peking has sought to increase Viet- 
namese nervousness by making Viet- 
namese withdrawal from Cambodia the 
single most important obstacle to nor- 
malisation. However, the Vietnamese 
seem to feel, or at least would like 
foreign observers to believe; that 
China's effort to drive a wedge between 
Moscow and Vietnam is in vain because 
Soviet and Vietnamese strategic in- 
terests in Southeast Asia are the same. 
"Without the security and indepen- 
dence of the three Indochinese coun- 
tries it will be a very unfavourable con- 
dition for Soviet strategic interest in the 
region," the Vietnamese source said. 


any analysts believe that even 

without any Soviet concession to 
China, the mere fact of a heighten- 
ed level of contact and cooperation 
between the East European states 
and China increases Hanoi's sense 
of isolation. Top officials from Poland. 
East Germany and Hungary who visit- 


Igor | 





By Nayan Chanda in New York 

Ithough Vietnam publicly asserts 

that improvement .of Sino-Soviet 
relations will have no effect on the In- 
dochina situation, there are indications 
that Hanoi is concerned about recent 
Moscow moves. While refusing to con- 
firm reports that the Soviet Union has 
agreed to discuss the Cambodian prob- 
lem with China, Vietnamese sources 
told the REVIEW that, as during the 
Vietnam War, it could not be pressured 
by its aid donors to change its policy. 

Asked about reports that when 
Soviet "Vice-Foreign Minister 
Rogachev was in Peking he had said that 
he was ready to address China's long- 
standing "obstacles" to better relations 
— Soviet troops along China's border. 
withdrawal of troops from Afghanistan 
and cessation of support for Vietnamese 
occupation of Cambodia — a well 
placed Vietnamese source said he had 
no confirmation of this. 

Nevertheless, he added: “I think that 
it will not change anything. Because the 
question of national reconciliation will 
be decided by [pro- Vietnamese Phnom 
Penh leader] Heng Samrin. As to the 
withdrawal of our volunteers from 
Cambodia, that depends on us and 
Cambodia." 

Emphasising Hanoi's independence 
— but at the same time indicating its 
feeling of threat — he pointed to Viet- 
nam's experience during the 1968-75 
period when both China and the Soviet 
Union gave it aid but failed to influence 
the course of the war. "History has well 
demonstrated that it is up to us to decide 
to continue the war or to engage in 
negotiation," he said, adding: "Aid at 
that time was much, much more impor- 
tant [than now ].^ 
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A bank with twenty dealing rooms 
around the world is, to say the least, 
unusual. 

A bank which fully harnesses this 
resource to the benefit of its customers 
is exceptional. 

Standard Chartered has not just the 
dealing rooms, but also the communi- 
cations systems, to deal on your behalf 
twenty four hours a day. Our Globe- 
watch service will execute your stop 
loss or target orders in London, Hong 
Kong, New York and, if necessary, 
a further seventeen major financial 
centres. 

We can also arrange for you to deal 
directly with a Standard Chartered 
dealing room outside your local time 
zone. 

And because of the depth of our 
involvement in so many of the world's 
key economies, no other bank can trade 
continuously, on both a spot and for- 
ward basis, in a larger number of 
currencies. 

Foreign exchange dealing is one of 
the many ways that Standard Chartered 
co-ordinates the strengths of a network 
of 2000 branches in over 60 countries - 
to give you a more flexible, imaginative 
and commercially valuable service. 

To find out more, contact your 
nearest branch. 


Standard % Chartered 


STRENGTH IN DEPTH 
ACROSS THE WORLD. 


HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE. 
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Because we know more, we have more e to shar 


Cogema is the only company mastering all the aspects of 
the nuclear fuel cycle. To reach that position, Cogema had 
to overcome many difficulties and choose between alternate 
solutions. Industrial deployment of reprocessing, for instance, 
cal 


B 


required a large amount of experiments and technologie: 





developments. All these tests, all these attempts and some 
successes, have built our unique experience. This experience, 
enriched by the CEA's scientific and technical know-how, 
is continuously improved by our day after day industrial 
activities: construction work as well as exploitation. of our 
mines and facilities. Cogema and its partners. are ready | 
to share their specific experience with you, if you choose 
to commit yourself to the nuclear industry. From uranium 
exploration and plant operating to the final stages of the 
nuclear fuel cycle, ask Cogema. We've got a lot to tell you. 





COGEMA 


The nuclear fuel company 
2 rue Paul Dautier BP n4, 78141 Vélizy Villacoublay. Cedex France. 
Tel. 33 (11394696 41. Telex Cogem 6977 833 F, 




















To ensure success in 

the application of industrial 
technology, you need a partner 
who knows how 

to utilize hidden potential 


Energy technology Hong Kong Singapore Australia 

Deutsche Babcock Group Deutsche Babcock Group Deutsche Babcock Australia Pty. Ltd. 
Eivironmental engineering SDO, Bor 8205 10-01 Shaw House PO. Box 57, NSW 2065 Sydney 
Process engineering Tel 81048 48 Tel. 7345039 Tel. (2) 4392377 


Mechanical engineering Tlx. 60764 Tlx. rs 26870 Tlx. 20756 
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along the production chain, 
they can make an enormous 
contribution to reducing costs 
and improving quality. 


Just a few examples of the tect 
nical and economic advan- 
tages offered by our range of 
products. And you can add to 
these our willingness to work i 
close cooperation with local 
experts and companies, to pas 
on our know-how and to comm 
ourselves to long-term under- 
takings. Babcock is worth look 
ing into - why don't you ask foi 
some more detailed informa- 
tion? 

Deutsche Babcock AG 
Postfach 1003 47 


D-4200 Oberhausen 1 
Fed. Rep. of Germany 
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Whether it’s a question of 
developing energy, food or raw 
material resources, environ- 
mental protection or machinery 
for industry, our technology 
points the way to a more secure 
future. Advanced systems pro- 
vide the means for generating 
electricity even using what may 
have previously been consid- 
ered unutilizable fuels. Systems 
which ensure that agricultural 
produce can be processed so 
efficiently that actual food out- 
put is seen to increase for a 


given pre-process input. Systems 


which ensure optimum raw 
material processing. Systems 
which transform waste and 
refuse into energy or high-qual- 
ity biological fertilizer. 
Employed at strategic points 
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for cars means more 
electronics. 


And today, electronics 
incars means BMW. 
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just one sensor recognising the critical 
impact forces: the BMW Airbag system 
features 3 sensors. 

As a result, full system working order 
can always be guaranteed and any risk 
of malfunction is eliminated. 

In addition, a special back-up safety 
circuit takes over if the car's main 
electrical system fails. 


Don't trail behind technological progress 
in international top-class motoring. 
Drive BMW. 


Model and equipment availability in the BMW 
international range may vary from country to 
country. 


BMW cars. 

The BMW range of fine automobiles: 

the ultimate in performance, comfort and 
safety. 





Brunei: Performance Company Sdn Bhd, Bandar Seri 
Begawan, Tel: (02) 27606/7 


Hong Kong: BMW Concessionaires (H.K.) Ltd, 
Tel: (03) 7145271 


Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tel: (021) 496002 


Korea: Kolon International Corp., Seoul, Tel: (02) 7764260 


Malaysia: BMW Concessionaires (M) Sdn Bhd, Kuala 
Lumpur, Tel: (03) 2418555 


Philippines: Hahn Manila, Manila, Tel: (02) 7412808 
Singapore: Performance Motors Ltd, Tel: 4698800 
Taiwan: Pan German Motors Ltd, Taipei, Tel: (02) 7168370 


Thailand: Continental Auto Centre Co Ltd, Bangkok, 
Tel: (02) 2356380 


BMW recognised both the need and the 
potential for electronics in the quality 
car of the future much earlier than any 
other manufacturer. 

And that's why it's hardly surprising to 
learn that BMW exploits their ability to 
solve complex technical problems more 
comprehensively than anyone else. 

And this doesn't just apply to engine 
electronics er to advanced monitoring, 
warning and information systems. 

It also embraces the vital area of safety. 
And as a result, BMW has acquired a 
degree of know-how that ensures 
quicker and more reliable solutions to 
tomorrow's as well as today's problems. 
One example of this extensive know- 
how is the field of sensor technology, 
which enables data on the numerous 
mechanical and thermal functions of a 
car to be translated and relayed as 
intelligible information to the car's 
electronic control systems. 

Without the reliability and dependability 
of this sensor technology, many crucial 
safety features, such as ABS anti-lock 
braking and the new Airbag system, 
would be inconceivable. 


The Airbag system on the BMW 7-Series: 


automatically better protection. 


The Airbag is the ideal, logical 
extension of a car's seat-belt restraint 
system. 

It ensures even greater protection for 
the driver in the event of a head-on 
collision. The moment the force of a 
frontal impact reaches an exactly 
defined level, a nylon airbag — 
concealed beneath the safety padding 
of the steering column — is automa- 
tically inflated by a special gas mixture 
in the minutest fraction of a second 
(approx. 30 millisec.). 

This reliably prevents the danger of the 
driver coming into contact with the 
steering wheel. 

Apart from the actual physical noise, the 
whole process happens so fast that it's 
virtually imperceptible. 

And as the bag automatically deflates 
immediately afterwards, there's no loss 
in driver vision. 


The highly developed sensor technology 
of the BMW Airbag ensures double the 
safety. 


More than anything else, the inbuilt 
reliability of the Airbag system stems 
from ultrasophisticated but foolproof 
sensor technology. 

It also illustrates just how BMW's in- 
depth experience with all the various 
elements that make up this life-saving 
technology can provide direct benefits 
for the driver. And to achieve complete 
dependability we don't put our faith in 


The latest example: 
the BMW . 


Airbag system. 





1. Airbag inflation time is about 30 milliseconds 
for the bag’s 75 litre capacity. 


2. The Airbag (consisting of housing in steering 
wheel, padded cover, airbag, gas generator and 
ignition pellet). 


3. Diagnosis unit plus safety sensor (see also 
tech. illustration above right). 


4. Electronic impact sensors (left/right) (see also 
^ach. illustration above right). 
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5. Automatic seat-belt stop system. 
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THE 
REVIEW 
OF 
ADVERTISERS 
1985 








The advertising carried in the 
Review in 1985 represented 
every category from airlines 
and hotels, banking and fi- 
nancial services, liquor and 
luxury products through to- 
shipping, industry, and many 
many more from over 550 of 
the world’s leading com- 
panies. 













With an average of 50 pages 
of advertising per issue anda 
total of over 2,600 pages 
through the year, the Review 
continues not only to be 
compulsory reading for 
senior executives conducting 
business in Asia but a com- 
pulsory part of any advertis- 
ing schedule aimed at Asia's 
decision makers. 









The Review's “Review of 
Advertisers 1985" contains a 
sample of every campaign 
carried by those companies 
promoting their message to 
the highest concentration of 
influential, affluent individuals 
available through any publi- 
cation in this region. 













If you would like a copy of 
this booklet, write on com- 
pany letterhead to: 






Ms Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review 

GPO Box 160 


Hong Kona 
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Î TT A و تا‎ E HEHE The heart and soul of Europe's 
Contact your travel agent for grand hotels is the lobby. 
reservations or write to: It's the traditional rendezvous. 


Hotel Regal Meridien Hong Kong : 
71, Mody Road, Kowloon, H.K. Elegant. Quiet. A COSy corner 


Telex: 40955 HOMRO HX. where Seen yes quiet 
aperitif or waits to receive 


visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 


The Hotel Regal Meridien 
p? ipe im Hong Kong. Where the art of 
AAD MERIDIEN fine living lives on. 
HONG KONG 


HONG KONG'S TRULY EUROPEAN HOTEL. 
A Regal International Hote! 
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map out a better financial future. 


e Floating rate loans. And variations of these. 


Balance Manager 

Now you can see both your consolidated and individual 
operating unit accounts quickly and easily. And your 
company's complete cash management picture can be viewed 
through full integration with International Treasurer and Debt 
Manager. Showing where you'll have surplus funds available 
for investment, now or in the future. 


These new decision support products join MicroWorld s 


Asia Treasury Services to give you unsurpassed financial control 


And they provide you with a multi-bank capability. So you can 
see the complete financial picture, instead of just pieces. 


No other electronic banking system offers this range of 
products, or is backed by the complete commitment to 
service and support provided by Bank of America's global 
network. 


If you'd like to know more, call Bank of America. You ll 
see why MicroWorld has put our name on the map for 
electronic banking. 





MicroWorld Services — the next generation of electronic 
banking, where information resides in a microcomputer in 
our office. Not in the bank's mainframe. 


Now MicroWorld becomes unique for its power and 
versatility. Because we're adding three new products that are 
unequalled. 


International Treasurer 

Evaluations that once took weeks can now be done in 
minutes. The “What if’ analysis shows the impact of projected 
rate changes, so you can decide on action before rates move. 
International Treasurer manages: ® FX contracts * Short term 
loans * Short term deposits € Acceptances * Certificates of 
deposit. And a great deal more. 


Debt Manager 

With Debt Manager the handling of long-term debt 
instruments now becomes surprisingly uncomplicated. And 
timely identification of alternative funding opportunities is 
provided using projection reports based on your forecasted 
borrowings. These can include: 
* Fixed rate loans * Capitalised leases * Floating rate facilities 





Bank of America 








NEW YORK 
CHICAGO 
SEATTLE 

SAN FRANCISCO 
LOS ANGELES 
HONOLULU 


mation today. The more you know, the 
more you'll go Northwest Orient. 


HONG KONG NEW YORK 
"ev. CHICAGO 
KUALA LUMPUR WÀ SEOUL I. SEATTLE/TACOMA 
SHANGHAI OSAKA SAN FRANCISCO 
GUAM LOS ANGELES 
OKINAWA HONOLULU 


Osaka (06)228-0747 
Penang 619487 
Rangoon 81638 
Saipan 7778 


Seoul 753-6106 
Shangha: 377387 
Singapore 336-7666 
Sokung 778-0181 


Sydney 264-9715 
Taichung (04)220-6643 
Taipei (02)596-5951 
Tokyo (03)432-6000 


Only Northwest Orient gives you these nonstops. Daily 


Join the people who know. 


cities all across America. 
Fly First or Executive Class and along the 
way you'll enjoy an uncommon standard 
of luxury and elegance with our exclusive 
Regal Imperial Service. As well as that 
extra comfort that comes from knowing 
you re flying America’s most experienced 
airline across the Pacific. 

Join the people who know. Call Northwest 
Orient or your travel agent for more infor- 
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Jakarta 326439 Kuala Lumpur 2429633 Manila 521-1911 
Kaoshiung (07)272-5505 Lahore 872540 Nagoya (052)562-0867 
Karachi 551215 Madras 044-87703 New Delhi 351605 
Kathmandu 212552 Makati 85-66-16 Okinawa (0988)58-2477 


Its good to know that 
headed for New York, Chicago, Seattle, 
san Francisco, Los Angeles or Honolulu 
one airline gives them to you straight. 
Northwest Orient. 

In fact, only Northwest Orient gives you 
all 6 cities nonstop from Tokyo, as well as 
more nonstops to Chicago, Los Angeles 
and Seattle from Seoul than ever before. 
Plus convenient same-airline service to 


For reservations, call your travel agent or Northwest Orient: 
Auckland 794-977 Calcutta 431373 Guangzhou 61803 
Bangkok 251-8470 Cebu 92122 Hiroshima (082)247-5741 
Beijing 554175 Colombo 597138 Hong Kong 5-217477 
Bombay 211440 Guam 477-7811 Islamabad 812174 















what ihe (BOY iof the people v ate d. 
On the British side, in rid See 
tember several non-government meee 
bers of the Executive Council Eneo, | 
the highest policymaking body). met | 
British Prime Minister Margaret - | 
Thatcher and Howe in London. Al- | 
though most Exco members have reser- 5 
vations about direct elections, it IS 
understood they told the British Gov- E: | 
ernment that some elements of direct | 
elections would be inevitable in 1988, in | | 
order to satisfy public demand and for Wr 
the government to remain credible. {| 

A Hongkong Government official | 
said attention is now focused on what Ji 
, kind of direct elections, the size of the | 1 
. constituencies and the "filters" that cam 
be employed to ensure quality cont 
of candidates. 

Although some Hongkong official 
may privately give the impression that - 
direct elections in 1988 are almost a fait - 
accompli, political observers warned it Ag 
would be unwise to assume that Britain 
is prepared to jeopardise Sino- British | | 
relations by insisting on having direct | | 
elections in Hongkong against China's | - 
wishes. The feeling in London recently | - 
has been that Britain would not in- i 
troduce direct elections in Hongkong in- 
1988 unless China gave its approval. 

It is understood the Chinese may not 
be obstinately opposed to direct e 
tions, but would not like to see Britain 
giving full democracy to the Hongkong | — 
people. So the question is to find an ac- | — 
ceptable formula whereby China's con- | — 
cern for sovereignty and "face" would | 
be satisfied, without leaving Britain | 
humiliated. TEM 

China's difficulty is that though it IB ۱ 
wants to be seen as the one giving Hong- 
kong direct elections, it cannot actively | 
interfere in the local administration in E 
the transition period. It is likely the | 
Basic Law Drafting Committee political - "4 
system subgroup will give the green | . 
light to direct elections in its report next | - 
summer, thereby giving the i Pekneee 
Government the assurance of ۵ 
approval. 

Britain’s refusal to play amore active — - 
role in democratic reforms and its fail- _ 
ure to appoint independent- -minded | 
prope to key positions in government - 

as disturbed some political groups and © 
professionals. Recently there has been © 
much speculation on who is going td f i 
succeed present Chief Secretary Sir | 
David Akers-Jones. when he retires | 
next summer. The front runners appear | 
to be the Secretary for the Civil Ser- |. 
vice, David Ford, and Attorney-General 
Michael Thomas. Other contenders are 
Deputy Chief Secretary Alan Scott and — 
Secretary for District Administration 
Donald Liao. 

Whoever is chosen, he is almost cer- 
tain to be the last expatriate to hold the 
job. The first Chinese chief secretary 
will probably be appointed in the early 
1990s, and all bets are still on Director 
of Information Services John Chan. D 
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nor Sir Edward Youde in early Sep- 
tember that Peking would not like to see 
direct elections introduced in 1988. A 
Hongkong Government official pri- 
vately admitted that Zhou had raised 
the issue with Youde, but said Zhou's 
statement was quoted out of context. 
The official said Zhou is one of the more 
"hawkish" Chinese officials and his 
views may not be too representative. | 
In the governors annual policy 
speech to Legco on 8 October, Youde 
made no reference to the possibility of 
direct elections in 1988 and gave a stern 
warning to dissenters. "The dramatic 


progress which Hongkong has made 
over the last two decades was not built 


SOUTH CHINA MORNING POST 





Howe: too early to judge. 


on conflict and turbulence. It was built 
on a constant search for consensus," 
Y oude said. 

In the past few months, there were 
conflicting signals from the Chinese side 
on the issue of direct elections. The July 
issue of the pro-Peking magazine The 
Mirror, said a review on direct elections 
should be held in 1989 and direct elec- 
tions should be introduced in 1991. 


n 1 September, Zhou is said to have 

told Youde that China did not ob- 
ject to direct elections, but did not 
wish the Hongkong Government to in- 
troduce them in 1988. On 11 Septem- 
ber, the director of the official Xin- 
hua newsagency Hongkong branch, Xu 
Jiatun, said Hongkong could have 
direct elections after 1997 if that was 


HONGKONG 


Howe's that, Geoffrey? 


British foreign secretary is non-committal on direct elections 


By Emily Lau in Hongkong 


Baus Foreign and Commonwealth 
Secretary Sir Geoffrey Howe has 
refused to give Hongkong any clear in- 
dication of the direction of constitu- 
tional reforms due next year which are 
widely seen as the last British initiative 
before the territory reverts to Chinese 
sovereignty in 1997. 

On the contentious issue of direct 
elections to the Legislative Council 
(Legco, the lawmaking body) Howe, 
during a stopover in Hongkong on 12 
October, on his way to China to accom- 
-pany Queen Elizabeth on a state visit, 
told a news conference "there is a wide 
variety of views" on *whether, when, to 
what extent" there should be direct 


3--elections, and it would be wrong for him 


to reach a conclusion on the subject. 

Howe also stressed the need for 
"convergence" between political re- 
forms in Hongkong and the drafting of 
the Basic Law, a mini-constitution for 
the Hongkong special administrative re- 
gion (SAR). He said the objective was 
to have *a smooth transfer of power." 

He disagreed with criticism that the 
Hongkong Government has been dis- 
credited by its reluctance to play an ac- 
tive role in constitutional reforms and 
by its alleged disregard for public opin- 
ion over the Daya Bay nuclear-power 
plant controversy. He also refuted the 
allegation that in the drafting of the 
Basic Law, the Chinese Government 
was whittling away the promise of a high 
degree of autonomy contained in the 
Sino-British joint declaration, saying it 
was far too early to judge the outcome 
of the Basic Law drafting process. 

To underline calls for direct elections 
~n 1988, eight indirectly elected Legco 
"members handed in a letter to Howe 
saying "if direct elections are not intro- 
duced in 1988, we will never have direct 
elections or any truly representative 
form of government in 1997 or there- 
after, as we do not believe that direct 
elections can be fairly administered if they 
are only introduced in or after 1997." 

The eight argued that direct elec- 
tions are absolutely essential if Hong- 
kong is to have a high degree of au- 
tonomy as promised in the joint dec- 
laration. And they urged the Hong- 
kong administration to regain the con- 
fidence of the public after the “disas- 
trous" way in which it has handled the 
Daya Bay issue. "Another disaster will 
lead to the total collapse of confidence 
of the people of Hongkong in their fu- 
ture," the eight councillors said. 

Howe refused to comment on whe- 
ther Chinese Deputy Foreign Minister 
Zhou Nan had told Hongkong Gover- 
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state, he was informed that after leng 
Sary's arrival in a few week's time 
Sihanouk would be demoted to deputy 
leader of Demogratic Kampuchea's UN 
delegation. That, as Sihanouk would 
later recall, was the last straw. He de- 
cided it was high time to make a dash 
for freedom. 

That Saturday evening Andrew 
Young was stunned to read what 
Sihanouk had written in the note 
passed on to the Secret Service. On 
a scrap of paper the prince had 
scribbled with a pencil, "Dear in- 
spector, I request the help of your 
team to free me from the control of 
the Khmer Rouge, who are now 
staying with me at Waldorf-As- 
toria. Tonight, exactly at two in the 
morning, I will surreptitiously leave 
my suite, alone with a suitcase. 
Please be kind to take me ina car 
directly to the office of Mr Andrew 
Young, the Permanent ambassador 
of the US at the UN. Man 
thanks." The note carrie 
Sihanouk's signature. 

Young swiftly alerted Secretary 
(of State Cyrus) Vance and Richard 
Holbrooke, who called an 
emergency meeting with intelligence 
and security officials. As Holbrooke re- 
called, “We decided to do a little cloak- 
and-dagger operation in the middle of 
the night." 

Secret Service agents would wait for 
him outside his suite at the hour chosen 
by the prince. Holbrooke went to the 
seventh floor operation room of the 
State Department to monitor the pro- 
gress of the plan while Vance stood by 
the phone at home. “Everyone was very 
concerned," Holbrooke later explain- 
ed, for "this was very dangerous. We 
were afraid that he might get killed. The 
Khmer Rouge after all imprisoned 
him." ics 


۳ his suite Sihanouk waited nervous- 
ly for the appointed hour. Normall 
his Khmer Rouge shadows went to bew 
at midnight, but that night they seemed 
not to be sleepy. Even at 12:30 à.m. he 
could hear the clacking of a typewriter 
in an adjacent room. But by 2:00 a.m. 
all was quiet. He said good-bye to a pale 
Monique and slipped out of the suite to 
be met by four hefty, grim-looking 
Americans. 

Before leaving he had instructed 
Monique to inform the Khmer Rouge 
and the Chinese of his decision to leave 
their company and return to the Khmer 
Rouge $20,000 in. cash that they had 
given him prior to his departure from 
Phnom Penh. Surrounded by the agents, 
who towered over him, Sihanouk brisk- 
ly walked to a service lift and through a 
maze of corridors reached the road 
where a car waited to whisk him to 
Young's office. The whole experience, 
as Sihanouk would reminisce later, 
seemed like a scene out of a spy film. 

This sudden development had upset 


V ۱ 4 „s 


: rw. "EP 
A EP EC : یوک‎ ENS NIS 
همم مور‎ inoc - Fàn Fatti FEATARAFNA ALTA Arne. 


Out of the frying pan, 
into the Cambodian mire 


$ all started with a furtive clasp of f 





drew Young, a forceful advocate of 


human rights all over the world. The ap- 


preciation was mutual. Young thought 
Sihanouk was “an amazing guy." “The 
man,” he said, “has maintained his in- 
tegrity and courage in the face of real 
difficulties. Somehow he has survived 
without seeming to have compromised 
himself.” : 

Young perhaps did not realize how 
soon his admiration for the prince 


. Would be put to test. The day the Secu- 


rity Council session ended with a Soviet 
veto, Sihanouk, unbeknownst to all but 
his wife, Monique, had already reached 
a serious decision about his career as a 
"high representative" of Democratic 
Kampuchea. It had become clear that 
his missing children and his sister- 
in-law and her husband had been liquid- 
ated by the Khmer Rouge. Talking to 


: diplomats, journalists, and Khmer com- 


patriots, he came to grasp the mag- 
nitude of what had happened in Cam- 
bodia. 

His personal agony and the condem- 
nations he faced as representative of Pol 
Pot were added to grave personal loss at 
the hands of the Khmer Rouge. Despite 
the honor and attention showered on 
him by the Chinese representatives at 
the UN — “Please don't think anything 
about spending," the Chinese ambas- 
sador had entreated him after installing 
him in a luxury suite — and despite his 
access to the press, Sihanouk was still a 
prisoner. 

Three Khmer Rouge cadres, who 
had accompanied him from Phnom 
Penh, not only shadowed him in his 
every public appearance but even 
shared the suite with Sihanouk and his 
wife. If that was not demeaning enough 
for the “God King" and former head of 
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hands with a US Secret Service agent 
on the evening of Saturday, 13 January 


1979. At the end of the last session 
of the UN Security Council meeting. 


Prince Norodom Sihanquk, accom- 


| panied by a number of dark-suited 


| Khmer Rouge “associates” and Secret 


Service agents, was on his way back 
to his suite at New York's Waldorf- 
Astoria. 

Few had noticed that behind his 


| fixed grin and his courteous bowing and 


waving Sihanouk was tense. In the 
crowded hotel lift, he quietly grasped 
the hand of a Secret Service agent stand- 


ing next to him. The agent was horrified, 
.| thinking that his charge was trying to 
| push what felt like money in his palm. He 
| half-groaned in protest, but, looking at 


Sihanouk's pleading eyes and discreet 


i shaking of head, the agent hesitantly 
| pocketed the “bill.” Sihanouk's Khmer 


Rouge shadows concluded that the 
prince had tipped the American. He 
would find out later that it was a dif- 
ferent kind of tip. 

Sihanouk's four days in New York 
since his arrival on January 9 had been 


| packed with meetings, press confer- 
| ences, interviews, and speeches, but 
| very little sleep. The media, starved of 


firsthand news from inside Cambodia. 


I| hounded Sihanouk for details of the 


Cambodian “holocaust” and attacked 


| him for representing the murderous re- 
gime. 


Exhausted, emotionally dis- 
traught Sihanouk lashed out at the Viet- 
namese for invading his country but re- 


served his harshest words for the regime 
_ | he had come to defend. “Pol Pot may be 
. apatriot,” he told a newsman, “but he is 
| a butcher. He treats the Cambodian 
. people as cattle good for forced la- 


bour and pigs good for the slaughter- 


` house.” 


. Speaking at a specially convened UN 
Security Council: meeting, Sihanouk 
made an emotional plea to the world 
body to expel the Vietnamese from 


.| Cambodia. His passionate speech and 
.| his personal popularity among many 
. Third World countries drew sympathy 


and support, but an inevitable Soviet 
veto blocked unanimous censure of 


. Vietnam. The question of his repre- 


sentation seemed overshadowed by 
his patriotism, honesty, and cour- 
age. | 

At the UN Sihanouk met old friends 
and made new ones. He took a great lik- 


.| ing to America's UN ambassador An- 


Excerpted with permission from Brother Enemy: 
The War After The War. Copyright 1986, by Nayan 
Chanda. To be published by Harcourt. Brace 
Jovanovich Inc. 
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> for reliable engineering J 


What matters in the international che- 
mical plant construction business is 
product quality, low energy and raw 
material consumption, and profitability. 
And that is precisely what Uhde gua- 
rantees its customers — in more than 
250 different processes. The expertise 
in Uhde's Dortmund headquarters as 
well as the subsidiaries, branches and 
affiliated companies the world over 
stands for reliable engineering. We 
undertake market analyses and feasi- 
bility studies. We provide custom-tailored 
financial engineering. We purchase 
equipment through our own agencies, 
anywhere in the world. Sophisticated 
systems are used for progress control 












and expediting. 
Our engineers and technicians com- ا‎ ee MVC 
mission the plants. They also train the 4600 Dortmund 1 
customer's staff. Fed. Rep. of Germany 
i Phone: 0231/5470 
r 
Our customers know: Uhde sets the Telex: 822841-0 udd 


highest standards of engineering, con- 
struction and commissioning for all the 
plants it offers. Profit from our expe- 


rience — world-wide. : : 
nudae dba: ^ antis میا‎ i Enaineerina with ideas 








The American message essentially 
was, “You can defect if you want to, but 
why don't you think it over for a while? 
Once a person defects and loses his 
identity, he lose his usefulness as a poli- 
tical leader." As Holbrooke recalled, 
"We also asked him. Who is going to 
support you?. What are you defecting 
from? Are you defecting from the 
Khmer Rouge? Everyone knows you 
have broken with them. Are you defect- 
ing from a country you can t go back to 
anyway now?" 

On January 18, Vance himself visit- 
ed the prince at the hospital and 
told him that he was a guest of the US 
government and could stay in the Unit- 
ed States as long as he wanted, but he 


avoided the question of political asylum. 


qo prince was exhilarated to be out 
of the clutches of the Khmer Rouge 


| anda free man again, but the hard real- 


ity was that unlike many Third World 
leaders this ex-king had no unnumbere ` 
account in foreign banks. Lenox Hi 

Hospital administrators were dumb- 
founded to learn from Tatu that this il- 
lustrious patient was not covered by 
medical insurance. Since neither of his 
sponsors — the Khmer Rouge and the 










€ The American message 
essentially was: “You can 
defect if you want to, but why 
don't you think it over for a 
while? Once a person defects 
and loses his identity, he loses 
his usefulness as a political 
leader." 9 






Chinese — could be asked, the US gov- 
ernment paid the fifteen thousand dol- 
lar hospital bill. But after the Vance 
visit Sihanouk concluded that the Unit- 
ed States was not ready to grant asylum. 
A. demoralised Sihanouk hurriedly ap- | 
proached the French ambassador to th 
UN to convey to Paris his request fo. 
French passports for Monique and him- 
self and permission to live in the lit- 
tle villa in Mougins owned by his 
mother. So certain was Sihanouk that 
he wrote to the State Department, as- 
suring them that he was going to live in 
France. 

The French; however, agreed to 
grant the two asylum on the condition 
that Sihanouk would refrain from all 
political activity, including giving 
political interviews. Monique, who was 
born of a French father, could obtain a 
French passport but the prince could 
not. 

The choice for Sihanouk was stark — 
life as a penniless and stateless exile or 
as a pampered representative of a mur- 
derous regime. A third choice soon ar- 
rived, but was scarcely more attractive. 
Hanoi had sent him a message through a 
non-aligned ambassador that he would 
be welcome to return to Phnom Penh as 
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the discredited Pol Pot regime. Peking 
clearly counted on using the prince's in- 
ternational stature to mobilize opinion 
against Vietnam. Vice-Premier Deng 
Xiaoping was to visit thé United States 
within two weeks; for the United States 
to grant asylum to Sihanouk on the eve 
of Deng's visit could be seen by Peking 
as an affront. Roger Sullivan, Hol- 
brooke's Deputy Assistagt Secretary 
for China, was awakened in the middle 
of the night to come to the State Depart- 
ment to stand by in the operations 
room. It was his job to break the news to 
the Chinese. At 4:00 a.m. Sullivan call- 
ed Han Xu, chief of the Chinese liaison 
office in Washington, to inform him that 
an exhausted Sihanouk was checking 
into a hospital. “Han Xu was sur- 
prised,” Sullivan recalled, “but he 
quickly gained composure. ‘Well, if 


that’s what he wants, that’s okay with | 


us’ was the thrust of his reply.” 
The faint glimmer of dawn was 
breaking over the East River when the 


prince was driven to Lenox Hill Hospi- | 


tal on Park Avenue. The next morning 
his wife, Princess Monique, too, moved 
into the ninth floor suite of the hospital 
to be with the prince. This was to be a 


| holding operation. The State Depart- 


ment had concluded that it was better 
to keep Sihanouk in a secluded place 
and give him time to think over his re- 


quest rather than hastily grant him | 


asylum. 


A bulletin was put out to announce | 


that labouring under "extreme stress 
and exhaustion," Prince Sihanouk had 


| checked into the hospital. French- 


speaking Foreign Service officer Frank 
Tatu, who had spent years in Cam- 
bodia, was dispatched to see the prince. 
Tatu assured him that he was not a 
prisoner. The security was to protect 
him and give him time to think over 
his decision. Later. Young went to see 
him. 














Young's plan to be in Atlanta on 
January 14 for a ceremony to com- 
memorate the anniversary of the late 
Martin Luther King's fiftieth birthday. 
President Carter had to explain away 
Young's absence to reporters by saying 
that he was called by the State Depart- 
ment at 2:30 a.m. that morning for a 
"special mission." When Young finally 
arrived in Atlanta later in the day he 
told reporters that he had been talk- 
ing with Chinese representatives, “try- 
ing to settle some Cambodian difficul- 
ties." 

What Young could nôt say at the 
time was that he had spent the early 
hours of January 14 talking to a dis- 
traught Sihanouk and then discussing 
the prince's defection bid with the 
Chinese. The Chinese ambassador to 
the UN was called to Young's office to 
hear directly from Sihanouk his wish 
to seek provisional political asylum in 
the United States. “One day I will re- 
turn to China to live there," the prince 
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Deng and Sihanouk: wooed back to China. 


told the Chinese, *but for now I am 
exhausted and traumatized. I need to 


quickly go to a New York hospital for 


recuperation." 


nou was a hot potato in the 
hands of the State Department. 


While there was great sympathy for | 


the prince for the trials he had under- 
gone in Cambodia, Vance and Hol- 
brooke worried that his defection might 
leave the Cambodian political scene 


without an able leader and a unifying | 


symbol. 

A matter of even more immediate 
concern was the chilling. effect US 
asylum for Sihanouk could have on the 
newly established Sino-American ties. 
It was essentially through Chinese in- 
itiative and entirely at China's expense 
that Sihanouk had been plucked out of 
Phnom Penh before the Vietnamese en- 
tered and sent to New York to represent 
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Finally, the CME's 
clearinghouse sub- 
"stitutes itself as the. 


futures and options - 


effect, the sum of de. 


our participating institutions com ne 
else can you get that kind of تن‎ d 


jor world currencies, institutions can enh 
thei trading opportunities and limit risk w 
a virtually limitless range of strategies 
markets or down. Even in flat market 
ing a wide range of options: writing strat 








your futures broker. Or call the C i 
312- 950-1000. | 


FUTURES AND OPTIONS WORLDWIDE 


International Monetary Market 
index and Option Market 
30 South Wacker Drive Chicago. Î 


itinois 60806 - 
312/5230 1000 
67 Wall Street New York 19005 212/363- 7000 
27 Throagmorton Street London EC2N 2A AN - 
01920-0722 





opposite party in all. 


transactions. The 
.. Clearinghouse is, in 


` trading capital of all 


-The CME i is the place rir bank of. any 
With futures and options contracts on 


...power as the bii 


and 1.8265 Swiss franc per dollar offered or 
four one-hundredths of a centime. 
TODAY'S OPTION FOR 
BANKS. 
Today more than ever, bank 
foreign exchange departments 
use the CME's currency — 
options to offset risk. These 
options are highly flexibleand - 
liquid, allowing banks to hedge 
even the most complex risk. 
positions. And, according to foreign exchange. 
specialists, options are particularly helpful 
when à currency move appears imminent bul 
the timing is difficult to gauge. ES 


MORE BANK FOR THE BUCK. | 
The CME's markets are = 
flexible enough to. 
accommodate just 
about any trading 
needs. Last year, 
banks and other. 
institutions traded - 
the equivalent of. 
about $330 billion " 
in Deutsche mark 
futures alone. So our markets can easily han- 
dle the largest transactions, But just as a bank 
can trade 125,000,000 DM, it also can trade 





as little as 125,000 DM. In fact, the big banks | 


that use our markets - and the big trading 

volume that results - make it that much more 

efficient for banks of amy 

size to get in and out of 
the market whenever 
they want. 


Efficient means econom- 
ical, as well. The 5 
margin payments are only a 
small percentage of the total 
value of the contract traded. — 
And initial margin payments can be met with: 
Treasury obligations or letters-of-credit, as 


ivalent of 1. A261 9 Swiss franc pre dollar bid well as cash. 
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At the Chicago Mercantile Exchange, you don't 


have to be a big bank to take advantage of the 
best bid. Or the best 

. offer. In fact, every 
dank that trades foreign - 
ncy futures and 
options at the CME 

gets the same kind of 
trading opportunities. 












| 1 they at are. 


i NOT ONE BID. ALi THE BIDS. 

At last count, nine of the nation's top ten ۰ 
banks were using our currency markets to 
limit foreign exchange risk and enhance their 
trading opportunities. Here's why a lot of 
other banks are, too. 


As the largest and most influential exchange 
for foreign currency trading, the CME brings 
together the bids and offers of competing 
- banks and other institutions into one central- 
ized marketplace. Not one bid or offer 2 


time. The best of hundreds of bids and offers. ` 


all at once, and all exchanged by open outcry. 





That means any institution that uses our mar- 
kets is able to trade on the basis of equal and 
simultaneous access to price information. 


The result? Bid-offer spreads that give 

any institution the kind of trading efficiency 
you might think only the biggest banks have. 
Typically, the spread in the Swiss franc futures 
market is one one-hundredth of a cent; for 
instance, .5475 dollars per Swiss franc bid 
and .5476 dollars per Swiss franc offered. In 
the interbank market, that would be the 


` No matter what size 









Tamils on the warpath . 


Anti-Hindi agitation is revived in the South 


Anna Dravida Munnetra Kazhagam 
(AIADMK) party which rules the state 
and the opposition Dravida Munnetra 
Kazhagam (DMK) party, along with the 
communists joined the chorus. 

S. Ramachandran, Tamil Nadu elec- 
tricity minister, grimly warned that im- 
position of Hindi on Tamil Nadu would 
lead to a Sri Lanka-type situation. The 
Tamil secessionist demand in Sri Lanka 
is also largely a reaction against the im- 
position of Sinhalese on the Tamil mino- 
rity of that country. The question of na- 


tional language and the status of other: 


1 


Indian languages has been a matter of 
controversy since before independence. 
India's 1950 constitution made Hindi 
the sole official language of the country, 
while listing 14 major Indian languages 
— one more was added later — includ- 
ing Hindi as the “national languages" 
deserving equal importance. The con- 
stitution also provided a 15-year grace 
period for the continued use of English. 
But Jawaharlal Nehru, the country's 
first prime minister had assured non- 
Hindi speakers that the use of English 
would continue as long as they wanted it. 

Nehru died in 1964 and the date for 
upgrading Hindi to the status of the sole 
official language was drawing close with 
no constitutional guarantee to ensure 
the continued use of English as an asso- 
ciate language in sight. All that the non- 
Hindi people had was Nehru's word and 
its ambiguous reiteration by his succes- 
sor Lal Bahadur Shastri. 

On 26 January 1965, Republic Day, 
which marked the 15th year of constitu- 
tion and the commencement of Hindi's 
supreme role, Tamil Nadu (then known 
as Madras state) went up in flames. 
Black flags were raised and the national 
flag was desecrated. Angry mobs made 
the visible symbols of the central gov- 
ernment, such as post offices and rail- 
way stations their target. Police opened 
fire to quell the rioters and mobs 
Iynched policemen. 

The two Tamil ministers in the cen- 
tral cabinet resigned and Indira Gandhi, 
then the information and broadcasting 
minister, rushed to Madras to tell the 
Tamils that her father's promise would 
be honoured. The then president S. 
Radhakrishnan, himself a Tamil, and 
Shastri held out similar promises and 
the violence abated. 

But the Congress party paid very 
dearly at the 1967 general election when 
the DMK, which had led the linguistic 
agitation, captured power in the state. 
Once in power the DMK, which since its 
inception in the late 1940s had advo- 
cated secession from India, renounced 
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By Mohan Ram in New Delhi 
Te highly emotive issue gf language, 
endemic to Indian politics, has 
raised its head again. The linguistic 
strife this time concerns Hindi, the sole 
official language of India since 1965, 
which has yet to find acceptance in the 
southern state of Tamil Nadu. The 
Tamils have turned it into a matter of 
their cultural identity that has -run 
counter to the Hindi-speaking heart- 
land of the country which has domi- 
nated the nation-building process since 
independence. 

In September, Tamil Nadu witness- 
ed the revival of the linguistic agitation 
— which last peaked in 1965 — against 
the "imposition" of Hindi by New 
Delhi. Schools and colleges suspended 
classes because the students were busy 
attending protest marches. Demon- 
strators obstructed trains and tarred the 





Gandhi: independence assured. 


Hindi signs at railway stations, post of- 
fices and central government establish- 
ments in the state. 

The recent upsurge in agitation 
began with the leak of a circular from 
New Delhi to central government of- 
fices in the state to observe a “Hindi 
week" from 16 September. Among 
other things the directive required all 
central government officials to write all 
letters, and even addresses on en- 
velopes, only in Hindi. Officials who 
had no working knowledge of Hindi 
were required at least to sign all letters 
in Hindi. 

As the student agitation picked up, 
politicians did not want to be left be- 
hind. M. Palaniyandi, who heads Prime 
Minister Rajiv Gandhi's Congress party 
unit in Tamil Nadu, was the first to pro- 
test against the circular. The All India 
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head of the Vietnamese-installed re- 
gime. 

The choice was finally made for him 
by China's Deng Xiaoping. Deng was 
deeply concerned by Sihanouk's public 
declarations against the Khmer Rouge 
and his plan to live in the West. With 
American cooperation, Deng's packed 
Washington schedule was altered to in- 
clude a meeting with Sihanouk on 


iq January 31. Escorted by four State De- 


partment security officers, Sihanouk 
and his wife drove down from New 
York to Blair House — the US guest- 
house where Deng was st&"ying — for 
an unpublicized dinner. 


^ S amdech Sihanouk, you are a great 

patriot. You should not abandon 
your homeland, Democratic Kampu- 
chea," Deng urged him over a sumptu- 
ous Chinese meal. *My homeland," 
Sihanouk replied promptly, “is just 
Cambodia, not Democratic Kam- 
puchea. I am not very democratic, I am 
a feudal prince.” Deng vigorously pro- 
tested, saying that indeed he was a 
democratic prince, and added, “We 
Chinese must confess that we do 
not appreciate some aspects of Pol 
Pot’s policy. He is too tough.” He 
said China had tried to soften him. 
“Really? You believe that you can 
change a tiger into a pussy-cat, really?” 
an incredulous prince asked with a ner- 
vous giggle. 

Deng acknowledged that China was 
not that powerful but mentioned the ef- 
forts the country had made to liberate 
him from the Khmer Rouge. Playing to 
the full on Sihanouk’s gratitude to 
China, Deng told him that China had 
been an old friend and a second home to 
him since his overthrow in 1970. It 
would be a loss of face for China if the 
prince did not return to live in Peking. 
China, he assured Sihanouk, respected 
his wish not to work with the Khmer 


.| Rouge and would not pressure him to 
| join in an alliance with them. Neither 


would China force him to go anywhere 
against his will. 


search for Sihanouk's missing children, 
grandchildren, and relatives. In the 
warmth of Deng's invitation ‘and his 
promises of total liberty, Sihanouk's 


` two-week-old dilemma was resolved. 


Peking was to be his home again until 
political fortunes beckoned him to an 


| independent Cambodia. 


Sihanouk’s optimism for a quiet 
sojourn in China was, of course, mista- 


object of pressure, cajolement, and 
wooing by various parties to join in the 
new struggle for Cambodia that had 
begun in the wake of the Vietnamese 
occupation. Sihanouk’s international 
Stature and his immense popularity 
in Cambodia had again made him 
into a key player in the Cambodian 
drama. 11 
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In Tianjin, a shining example | 
of Swiss expertise. 








For centuries the Swiss have been renowned as masters of their craft, not least in their tradition of 
impeccable hotel keeping. Now Swissótel will uphold this reputation in the People's Republic of China, 
with a luxury hotel of truly European distinction. 


Clear Business Sense 

The 348-roomed Crystal Palace Hotel, located directly opposite the new Tianjin Exhibition Centre and 
just ten minutes from the city centre, is designed for the executive. Our fully equipped business centre, 
seven versatile function rooms and banqueting hall for up to 350 guests will fulfil all your important 
business requirements. 


A Reflection of Good Taste 
The perfect places for business and for pleasure, our four intimate, exclusive restaurants will offer vou 
the highest standards of authentic European and Oriental cuisine. 


Brilliantly Relaxing 
Located on the edge of a tranquil lake, the hotel’s outstanding leisure | 
facilities including health club, swimming pool and tennis courts will 


give you the perfect opportunity to unwind completely after a busy day. in 
e 


Reservations Crystal Palace Hotel 
For reservations, please contact your travel agent, Utell, LRI, your nearest ‘Tianjin 


Swissair office or the sales office (Asia) at: IK ro ۸ J 
Swissôtel AR dis ۶ ! 


13/۳۴, Kai Seng Commercial Centre, 4-6 Hankow Road, Kowloon, $ 
Hong Kong. Tel: 3-7321275/7 Tlx: 34064 PENGP HX swissótel/// 





Other Swissótel Hotels: Hotel International, Zurich € Hotel Président, Geneva * Hotel Bellevue Palace, Berne * Le Plaza, Basle 
e Lausanne Palace, Lausanne * Montreux Palace, Montreux * Amsterdam Ascot Hotel, Amsterdam ۶ Chateau Marquette, Heemskerk/NL 
* Le Royal, Luxembourg * Le Belson, Brussels * The Drake Hotel, New York * The Lafayette Hotel, Boston 
e Swissótel, Seoul/Korea (opening autumn 1987) * The Swiss Grand Hotel, Chicago (opening summer 1988) 
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TerrorismrulesOK ۰ 


Bungled hijack rescue fuels outcry against security failures 


incident. But they suspected the ter- 
rorists could belong to the Abu Nidal 
extremist Palestinian group because of 
the detailed organisation and toughness 
of the terrorists, who were armed with 
Chinese weapons and plastic explosives 
of Soviet origin, believed to have been 
bought a month earlier on the Afghan 
rebel black market. 

The REVIEW has learned that some 20 
US officials, from the Justice Depart- 
ment, CIA and FBI have visited Pakis- 
tan in the past month in connection with 


the investigation, leading to local press. 


speculation that Pakistan might have to 
go along with Washington and pinpoint 
Libya as the perpetrator. But though a 
Karachi-based Libyan shipping agent 
privately suspected by officials of being 
an intelligence agent, was arrested in 
Pakistan last month, there is no evi- 
dence of any direct link as yet. 

The Iraqi diplomat who was blown 
up in his car at midday in a busy Karachi 
street had earlier discovered a bomb 
under his car which was defused. He 
had received death threats, presumably 
from Iranian students, but no special 
security was assigned to him. The wife 
of Colonel Gorenkov, the Soviet mili- 
tary attaché, has denied Pakistan police 
claims that he was shot dead by a de- 
ranged student, Zafar Ahmad, who 
wanted a visa to the Soviet Union. She 
has refused to appear as a witness in 
court against the student. 

Pakistan International Airlines 
(PIA), the country’s national carrier, 
fears that extremist Palestinians may try 
to hijack an aircraft in order to pressure 
the government into releasing the four 
detained terrorists. PIA pilots told the 


REVIEW that since a ban imposed on the ^ 


airline's Pilots Association by the mili- 
tary Government, they have had no say 
in aircraft security. 

At present the government employs 
members of the tough commando force, 
the Special Services Group to travel 
on all PIA planes. But they have no spe- 
cial training on aircraft layout. Since 
the hijacking the government has put 
airports and diplomatic missions under 
emergency security alert, announced 
the purchase of the latest anti-terrorist 
devices for airports and stepped up 
training for security personnel. 

Newspaper editorials have called for 
full disclosure and accountability by the 
officials concerned. But local analysts 
said they feared the investigations into 
the recent terrorist incidents would not 
be made public because of the embar- 
rassment it would cause for the govern- 
ment and the local security forces. O 
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By Ahmed Rashid in Karachi 


۳ the past month Pakistan has suf- 
fered a spate of terrorist incidents 
which have led to a public outcry against 
the local security forces for their ineffi- 
ciency. An Iraqi diplomat was blown up 
in his car in Karachi; a Soviet military 
attaché was shot dead in Islamabad 
while he was travelling with his wife, 
and a guard was killed at Islamabad air- 
port in a shoot-out with four terrorists 
who escaped. 

The most serious embarrassment for 
the government was the bungled rescue 
attempt of the Pan Am Jumbo jet, 
hijacked in Karachi on 5 September, 
which left 22 people dead and scores 
badly wounded. Three of the four ar- 
rested Palestinian terrorists have been 
moved to Islamabad for intensive inter- 


x 


Security forces: public cynicism. 


“` AHMED RASHID 





rogation by military intelligence but no 
conclusions have been disclosed. 

There has been critical comment on 
the fact that the fourth, wounded ter- 
rorist had plastic explosives strapped to 
his waist which were only discovered by 
doctors on the operating table many 
hours after the arrests were made. A 
doctor told the REVIEW that the ter- 
rorist, Mustafa, had the detonator in his 
pocket and could have caused an explo- 
sion in the hospital. 

No officials have been removed from 
office or resigned, despite the belief of 
local analysts that the indecision during 
the rescue attempt was caused by confu- 
sion as to who was in charge. This, in 
turn has bred public cynicism against 
the security forces and the military and 
civilian officials involved in the rescue. 

Sources told the REVIEW that after 
four weeks intelligence officials are still 
unable to confirm who was behind the 
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PAKISTAN 


that demand to settle for 
tonomy for the states. 

The DMK stressed the distinct iden- 
tity of the Tamil language and wanted 
English as a buffer against Hindi which 
it held as an instrument of “north Indian 


greater au- 


Ec t Pus =: 
-jd 






B. 1 domination" of the south. One of its 


first acts was to abolish the teaching of 
Hindi in state's schools. The DMK re- 
gime also scrapped the National Cadet 
Corps — an institution created to instil 


| discipline and the awareness of national 


defence among high school students — 
in the state, because the words of com- 
mand were in Hindi to confbrm with the 
national pattern. The DMK also suc- 
ceeded in getting the state renamed as 
Tamil Nadu. 


subsequent amendment to the Of- 
ficial Language Act to implement 


M 
EM 
| A 


_| the assurance about the use of English 


turned out to be less than satisfactory to 
the Tamils as it merely provided that 
English “may be" used in addition to 


.| Hindi in some areas of official business. 
.| The DMK rule was followed by that of 





` | the AIADMK, an electoral ally of the 


- Congress, but both these Dravidian 


parties have been equally opposed to 
Hindi. Although the anti-Hindi fervour 
in Madras was on wane since the late 


` 1970s, it did cause Occasional friction 


with New Delhi. The Madras govern- 
ment once returned a letter to New 
Delhi, because it was written in Hindi 
and was not accompanied by an English 
translation. 

Hindi was meant not only to be the 
official language but also the link lan- 


| guage for centre-state and interstate 


communication. Hindi, spoken by 


. about a third of the national population, 


is concentrated in the states of Himachal 
Pradesh, Haryana, Uttar Pradesh, 
Bihar, Madhya Pradesh and Rajasthan 
out of the country's 23 states. 

Hindi's special status inevitably con- 
ferred an advantage on the Hindi- 


— | speakers while the use of English meant 


equal disadvantage for all in terms of 
educational and employment: oppor- 


| tunities. Tamil Nadu feels that Hindi 
. has been imposed surreptitiously in 


various spheres of national life, under- 
mining the position of English which it 
thinks is the real link language of the 
In fact, Nagaland and 
Meghalaya states use English as that is 
the only link among the various tribes of 
the northeastern region. 

Gandhi reiterated on 1 October the 
assurances given by his grandfather 


| Nehru and his mother Mrs Gandhi that 


Hindi would not be imposed on any 


. state. But the Tamils give little credence 


to such promises unless there is'evi- 
dence of a change in the domineering at- 


| titude of the Hindi-speaking national 


leadership. The student agitators in 
Tamil Nadu are demanding that the as- 
surance on English be incorporated in 
the constitution. Any such move is sure 
to be opposed by the Hindi states. D 


. country. 
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HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfectien. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 

We made this watch for 
you + ها‎ be part of your 
life — simply because this 
is the way weve always 
made watches. 

And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe ~ 
because it's for a lifetime. 


KHARDT. GENEVE 








PATEK PHILIPPE 
GENEVE 


Patek Philippe S.A. 
4], rue du Rhóne - 1211 Geneva 3 - Switzerland 
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You can alsorely on receiving serv- - 
ice that is responsive to the customs _ 
and practices of your part of E: 


The world of international banking 
is composed of many different 
worlds. Customs, procedures and 
traditions differ from nation to nation, 


world because beni E 
from business to business. laking 
maximum advantage of opportuni- 
ties in international business requires 
a bank that can help bring these 
worlds together - without losing 
sight of the individual characteristics 
of both client and marketplace. 

Deutsche Bank applies to its inter- 
national network the experience and 
expertise it has gained as Germany's 
largest commercial and investment 
bank, connecting local experience 
with international expertise in over 
50 countries around the globe. With 
Deutsche Bank you can count on 
being part of the total picture of inter- 
national finance, on having available 
all of the resources and services you 
would expect from one of the world's 
largest banks. 


۱ itat | of who ly apart, 
consider maxing Germany's lead- 
ing bank your bank. 


Contact the Deutsche Bank near- 
est you or any branch of European 
Asian Bank - our subsidiary in 
12 Asia-Pacific countries. 


Deutsche Bank at a glance (Dec. 31, 1985; 


e Total Assets fin bn US$) 96.4 
e Capital & Reserves (in bn US$) 3.8 
e Branches Worldwide 1,410 
e Employees 46,851 
e Stockholders 245,000 


"The leading bank in Germany — a world ` 
leader in international finance” "n. 
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| Behind this succe 


When we developed The Peninsula, Hong Kong in the early twenties, it was a marketing breakthrough. 

Its founders saw clearly the need for deluxe accommodation in Hong Kong and responded by 

selecting the territory's prime location and spared no expense in construction and features. 

This year, history repeats itself 

The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another breakthrough. 
Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with 

the latest in-room communications technology. 


our it with our latest, The Kowloon Hotel. 
. from the deluxe Manila Peninsula 


The Peninsula Group 


ce to travellers worldwide. We made that commitment with 
and the highly-acclaimed Jianguo Hotel in Beijing. 


all Peninsula Group hotels 


We are committed to providing the best servi 

our first hotel, The Peninsula, Hong Kong, and we continue to hon 
In fact, we live up to our commitment in 

to the spacious Garden Hotel in Guangzhou 


Rather than rest on its laurels, 
The Peninsula Group understands that it is 


only as good as its last success. 
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After many years of careful planning, preparations for the 
1988 Olympic Summer Games in Seoul are well advanced. ° 

; So well, in fact, that a 6000-spectator velodrome as well as 
gymnasia for fencing, gymnastics, weightlifting and volleyball - 
with a combined spectator capacity of 35,000 - are already being 
used for the 10th Asian Games 1986. 

: Philips, too, was well prepared. For we designed, supplied 
- and installed the specialized sports lighting system for each of the 
five halls. And no less than fifty of our UHF television transmitters, 

- chosen by the Korea Broadcasting Authority, KBS, to provide public 
television coverage, are also already in service. So whether you ` 

- are a competitor, a spectator or a TV viewer, you'll find Philips way 
i in the field of Olympic-class sports. 
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Ifyou are planning to visit Korea, chances are you'll meet 
Philips en route. For we're also at home in some of the finest hotels 
in South East Asia. 

For example, in Singapore's prestigious Raffles City com- 
plex, the recently opened 73-storey Westin Stamford and its sister 
hotel the 28-storey twin-tower Westin Plaza, use our lighting, 
television, video, sound and communications technology to 
enhance comfortand service for their many guests. 

Philips is also resident in hotels of many other famous hotel 
chains including Hilton Intl., Intercontinental Corp., Mandarin 
Oriental, Oberoi, Shangri-La Intl., Sheraton Corp. etc. And not only 
in Singapore. But also in Hongkong, Indonesia, India, 

Korea, Malaysia, the Philippines, Sri Lanka, Taiwan and Thailand. 
Philips. The sure sign of expertise worldwide. 


PHILIPS 


Philips Corporate Marketing Communications, Eindhoven, the Netherlands. 












Travels 


With The 
Review 


When it comes to reaching 
Asia's frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 


At present most of the 
world's leading airlines with 
routes in Asia use the Far East- 
em Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub- 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1986/87 6 City Media 
Phase from the I ۱ 
STUDY independently con- 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to: — 
Elaine Goodwin, 
General Sales Manager 
Far Eastem Economic Review, 
Hong Kong. 
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Unparalleled influence in 


_ Open 21st November, the Pan — 
~ Pacific Singapore. A collection —_ 
(|. of 800 superb rooms and suites — 
With bay, city and harbour views. — 
The Kingfisher floor with 24 — 





. hour butler service, private ele. 
vator, lounge and library. 10 — 
. Testaurants and bars including ——— 
- Polynesian, Middle Eastern and — 
. Japanese. A Sports and Leisure —— 
-tennis courts. And a major con. 
. ference centre with 24-hour —— 
business facilities. All just 15 — 
minutesdrivefromtheairport | 
and entertainment centres of 


Ask your travel agent about Dur Barly Bird - 1 نا‎ ee 
packagethatentillesyoutoreducedroom o S 
rates i! you book between ist September BN ov 


gapore, Marina Square, 6 Raffles Boulevard 401-300, Singapore 013. Tel: 336-8111 
Tix: ۹۵38821 PPSH. For reservations, contact: AUSTRALIA, Sydney. Tel: (02) 264-1122 Tix: 71979 
PPHSYD AA HONG KONG Tel: (5) 891-5720 Tix: 72308 GMMC HX INDON ESIA, Jakarta. 
Tel: )21( 32-3707 Ext 1912 Tix: 44514 HTLSARI IA JAPAN, Fukuoka. Tel: (002) 771-6655 Tix: 723295 
THCFUK] Osaka. Tel: (06)227-1347 Tlx:J25467 PHGTOKYO Tokyo. Tel: (03) 214-3001 Tix: J 25467 
PHGTOKYO MALAYSIA, Kuala Lumpur. Phone: 291-3757/291-3782 Tix: MA 33722 PANKOR 
UNITED KINGDOM, London. Tel: (01) 491-3812 Tix: 295860 TKKLON G UNITED STATES 
OF AMERICA, Los Angeles. Tel: (800) 538-4040 (Groups) (800) 663-1515 (FITS) Tix: 312699 
PPH LSA.CONCORDIA WORLDWIDE HOTEL RESERVATIONS Frankfurt Tel: (069) 74-0466 






and 5 minutes from the busi 


. Singapore. — 





£ 30th November 1986. 
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Pan Pacific Sin 


London Tel: (01) 730-3467 New York Tel: (516) 889-0541 Paris Tel: (01) 293-4619. 
39 PAN PACIFIC HOTELS An Ocean Of Hospitality. 
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Fernand Lacombe preparing a Swissair flight for take-off in 1996. 
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Without its fill of superb wine, a Swissair plane simply won't take off. And we'll offer no 
wine to our First Class and Business Class passengers, unless it's been carefully tended 
and properly aged. With the kind of scrupulous attention exemplified by Fernand Lacombe 
as he assists our chefs in preparing each and every Swissair flight. With an exquisite 
Bordeaux, for instance, as mature and polished as the service we've been providing travelers 


with for 55 vears. swissair 













































Tm honoured | was when asked 
your guest . PLI d 

In May 1947 the REVIEW seri 
survey of The Industrial Poten 


the US Government. who had : serve 
Japan in the years after the World W 


Sen. His survey, made while Japar 


country's iwdustrial recovery: 


conquest any more than the mor? 


Othe 
Tédóléi 
racialism with which had chat 


comments are SO 


his generalisations. ی‎ 
Japan's assets, he argued, ini 


excluding the 
Union] and India"; of alertness 
aggressiveness has no relation té 
tal passivity"); of an aptitude. f 
agement, of artistic sense, of fat 
of “an almost complete lack of the 
of monotony on the part of wor 
and of “a great faculty for reprodu 
encouraged by „obedience to f 
against abortion.” ۱ 
e ALSO listed among Japan' s as 
was, surprisingly, their “taste o 
quest to which Rabbitt baldly add 
"Their outstanding psychological D 
titude (like that of the Germans) ma 
it difficult, if not impossible. for the 
mentally place themselves in the. p 
tion of the other fellow." He went oi 





as. good will towards mankind. It is 
this is not a mere figure of speech 
poison Ivy. It thrives i ina jungle | ofc 
fusion.” 

Rabbitt was not only a racialis 
an elitist. . "Anthropologically 
stated: "the Japanese are not € 
from civilised SE, As late 


Rabia not more cian 10%. f 
of Chinese extraction . . , wet 
caste. The: balance. of thi p 
were either pit dwellers or hair 
€ THAT such prejudiced - Y'Onsé 
could be solemnly printed in an inter 
tional magazine 39 years ago*at 6 


human and international relations h 


new sympathy for Prime Mini: 
Nakasone., who only had to claim. t 
there were certain advantages in eth 
homogenity to. be jumped | on - 
everyone within. earshot — which.in th 


| the flow of information. 





; ی‎ by James Rabbitt, a consul 


| people. can be raised by Acts. 
gress.” — 
| e BUT that is one of. the few sen 
| things. ‘Rabbitt wrote 
ble. It is necessary to employ diplomatic | 
.tact to avoid repressive measures, not | 

‘the waging of World War II that 
.| reader can only gasp at the gross 
Looking back to the difficult years as | i 


| the possession of “90% of the 
| (me of Asia, 


above that, toler- | 
ance for which the Tunku will be re- 


gives some idea of the specd at wi 


progressed since. It p erhaps gives on 





age means all those nations who dor 
| actively impede communications ani 


Tunku. bapak (father) of Malaysia adt 


the region's most respected elder states- | 


i trial intelligence cannot be destroy: 
that have grown with it. It must be dif- ; 
ficult for [the REVIEW] to deal with the 
many sensitive issues confronting these 





is kind enough to mention the | 
REVIEW'S "high reputation for relrabil- | 


in re- | 
cording economic trends, particularly | 
| and had also been an adviser to Si 
and other | 1 
| still. largely in poverty-stricken f 
shows some foresight in predictin 





man, 


ity and reference" and to describe it as 
“wide-ranging and far-seeing“ 


its "consistent coverage of the close re- 
lations between Malaysia 
countries of Southeast Asia.” 


The Tunku chose his words to the | 
"Today Asia has | 


REVIEW with care: 
grown and so have the many difficulties 


countries. One wrong move and one 
wrong thing said would land it in trou- 


only for the good of the journal but the | 


readers as well." 


Malaysia emerged out of colonialism 
and the years of the Emergency into in- 
dependent nationhood, it is the qual- 
ities of wisdom and, 


membered, not only by Malaysians. He 
has that quality of resilient. softness 


which is the greatest strength of East 


Asia's most successful societies, plus. of 


course the diplomatic tact which en- 
abléd him to create. a national unity out 
of ethnic diversity. 

@ BROWSING through the yellowing. 
bound copies of the first issues of the 


REVIEW, [came across some fascinating 


items. On 30-October 1946, for exam- 
ple. a front-page item recorded a sym- 


bolic moment in the process of Hong- | 
kong's recovery from the occupation. . 


| "The return 
from captivity: in enemy hands of the 


- state that the Japanese intelligence 
statue of Sir Thomas Jackson [the 


- no relation whatever to what we thin 


years of World War II: 


founder of the fortunes of the Hong- 


kong & Shanghai Bank] andthe restora- - 


tion of the twin bronze lions flanking | 
The same statue still 


[its] portals. 


stands in the square in front of the | 


the portals. of i 


bank's new building, 


which are still flanked by the lions, duly ; 
repositioned according to the advice of 


sedet vanta Ned a cw eet amus ge ue 


OTO nee lea OIE E E E EEE COC 


the feng Shui geomancer. 

e ON 19 February 1947 another front- 
page article reported the "Debacle of 
the Chinese Dollar" after China's prime 
minister T. V. Soong had imposed an 
export bonus and import surcharge and 
despite 10 emergency control measures 


announced by president Chiang Kai. 


Shek: "The outlook for regular "trade 
with China is dark indeed." 

è IT must be admitted, however, with 
all due respect to the then editor Eric 


Halpern, that most of the browning | 1 


pages are deadly dull indeed — great 
wodges of trade statistics, the full texts 
of treaties of. Friendship. Commerce 
and Navigation and. unedited versions 
of luncheon and dinner speeches, con 





iplete with such mme as, E) 1 say | | 


on a 6. 


۰ IN putting together this week's spe- 
cial FOCUS marking: the REvIEW's 40th 
Anniversary, we hesitated to approach 
selected leaders for suitable messages 
for the occasion because too often such 
congratulations ead like the pre- 
printed, imp al texts on birthday 
cere and somewhat ar- 






our fea; s.proved groundless. The mes- 
sages received were immensely en- 
couraging and had obviously been 
drafted with some care and appreciation 
of what the REVIEW attempts to do. 

e PRIME Minister Yasuhiro Naka- 
for example. speaks 


remark how highly. the 
REVIEW is valued for its role in "pro- 
my 







۱ y" and tlie rest of Asia. 
SIDENT Ronald Reagan con- 
ulates us on a "fine periodical" 


|. which provides "in-depth information" 
in the tradition of the free press in one of 


the world's most dynamic areas. 
- From the Subcontinent, top Indian 


۱ “industrialist J. R. D. Tata writes ap- 
| preciatively of the 


REVIEWS com- 
prehensive economic and political 
coverage of the Pacific Basin, while the 


President of Bangladesh, H. M. Ershad 


refers to the magazine as the "world's 
premier publication on Asian affairs," a 


truthful chronicle which no serious 


reader can afford to ignore and a 
“true teplica of the mosaic of Asian cul- 
ture. 

e THE message from the President of 
the Philippines, Cory Aquino, was un- 
fortunately delayed, partly by the re- 
cent typhoon and the flooding which af- 
fected Manila. It therefore regrettably 
could not be included in the ices 
FOCUS and readers will find in- 
ad in the LETTERS 





cards, hardly sin 
tificial. Lam sure readers will agree that 


sone of Japan, 
oof his nation’s determination to in- 
_ternationalise further and to strength- 
. en its cooperation with other nations, 
going on, 


 moting understanding between - 





| "Aquino is even more complimentary, 


remarking that. during the "authorita- 


rian regime" of the Marcos years, "the 
REVIEW consistently stood tall with its 


heroic demonstration of democratic. 


principles and its adherence to truthful 
Journalism." 


The president continues: “It is our 


fervent hope that the REVIEW and its- 


|. staff will remain a potent force in our 


quest for change and renewal in our 
government and country." 

` These are heady words and come at 
once as an encouragement and as a re- 
minder of journalists responsibilities 
and duties. 


€ | TRUST that these distinguished 


contributors to our. birthday celebra- 
tions will understand why we treasure 
most the message from Tunku Abdul 
Rahman of Malaysia. who as prime 


minister of the Federation of ۰ 


ngratulated this publication 25 years 
n its 15th Anniversary: The 

















economic structures by introducing land- 
reform progranfmes which broke the 
power of the landlords and forced sav- 
ings, investments and labour out of the 
countryside and into urban manufac- 
ture. The process of industrialisation, 
out of which has emerged the steel. 
shipbuilding, automobile and computer 
industries of East Asia, was facilitated 
by state investment, tariff protection, 
export subsidy and state sponsored car- 
tels. At the time the NICs launched into 


these industries, such strategies were 


contrary to market logic. 

The current call for response to mar- 
ket signals is based upon the construc- 
tion of a false dichotomy in which plan- 
ning is portrayed as inherently negative 
and market forces as identifiable and ra- 
tional. This was well illustratzerimr Hills 
article in which he drew attention to the 
hi-tech adventures of Indonesian Re- 
search and Technology Minister B. J: 
Habibie and, from this example, pro- 
ceeded to draw the conclusion that plan- 
ning per se is bad. 

The problem here, however, is that 
there is a failure to distinguish between 
good planning and bad, between good 
implementation and bad. The problem 


| with Indonesian planning has not been 


so much the objectives it has set for it- 
self but the absence of factors which 
could lead to the achievement of these 
objectives. In Indonesia, poor infra- 
structure is combined with a record of 
poor management, inadequate skills, 
corruption and a lack of political discip- 


| line. It is the worst example that could 


have been chosen. In other words, such 
tasks may have been realistic for a Japan 
or a South Korea but not for an In- 
donesia, and for reasons relating to poli- 
tical and administrative structures rather 
than contravention of market forces. 

Yet the neo-classical position does 
not automatically condemn all govern: 
ment intervention. It discriminates., 
however, between two types: that which 
facilitates the market and that which in- 
hibits it. It is surprisingly confident in 
distinguishing between the two, with 
emphasis on specified "fundamentals" 
as responsible for facilitating market 
forces. 


W e see major problems with this ap- 
proach. Among other considera- 
tions, different elements of capital have 
different interpretations and under- 
standing of market signals. The experi- 
ence of Singapore since 1979 and the 
adoption of the so-called “Second In- 
dustrial Revolution" is a good example 
of this. The Lee Kuan Yew government 
felt that it was facilitating market forces 
by raising wages, given that trade 
unions were not able to do this them- 
selves within the Singapore system and 
that capital seldom does so voluntarily. 
In these circumstances, US-based 
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_ In defence of state 
|; economic intervention 


of political and economig processes. 

Neo-classical economists argue that 
future strategies for growth must be 
based upon response to market signals. 
But in reality, industrial development in 
Asia has evolved from strategies which 
in part react to current market signals, 
but at the same time create new posi- 
tions in the international marketplace 
and pursue social and political objec- 
tives counter to market forces, 

The second factor here is particularly 
interesting. If the countries of Asia had 
simply responded to market forces. as 
they were currently defined, it is proba- 
ble they would now all be exporting 
bamboo fans and importing European 





Lee Hsien Loong: free-market approach. 


steel and US electronics. The fact is that 
the comparative advantages currently 
enjoyed by the Asian NICs are the re- 
sult of deliberate policies in the past to 
create new niches in the international 
marketplace by challenging the com- 
parative advantages which existed at the 
time: to short circuit or pre-empt the 
market signals rather than to respond to 
them. 

How was this done? Largely by 
means of the intervention of the state. 
In Japan, South Korea and Taiwan the 
State destroyed the existing agrarian 






Richard Robison is a senior lec- 
turer in Asian studies and Garry 
Rodan a lecturer in social and poli- 
tical theory at Murdoch University, 
Australia. : 


n the face of growing economic dif- 

ficulties, policymakers in the newly 
industrialising countries (NICs) of Asia 
are turning increasingly to more rigor- 
ous free-market approaches. This ten- 
dency has been most recen@ly illustrated 
in the self-analysis of the Singapore 


economy undertaken by Acting Minis- ` 


ter of Trade and Industry Lee Hsien 
Loong's Economic Committee 
(REVIEW, 27 Mar.) and subsequent po- 
licy measures in the Singapore budget. 
These changes in direction represent 
a victory for the neo-classical position, 
most forcefully presented by the World 
Bank, that many of the problems now 
confronting the Asian NICs are the con- 
sequence of excessive state intervention 
in the economy and resulting con- 
straints on the free operation of market 
forces. In a recent article (REVIEW, 20 


. Mar.). the neo-classical economist Hal 


Hill proposed a reinterpretation of the 
very history of industrial growth in Asia 
in which he minimised the role of the 
state. He went so far as to claim that: 
". . . industry [in the Asian NICs] has 
grown rapidly as much in spite of as be- 
cause of high-level government inter- 
vention." 

We would argue, however, that the 
state has indeed played a crucial role in 
the industrialisation of Asia, in many 
cases acting in direct contravention of 
market forces. Further, we would argue 
that the current difficulties of the NICs 
cannot simply be attributed to govern- 
ment intervention and other "distor- 
tions of the free market" but can be 
more realistically explained by struc- 
tural changes in the international econ- 
omy and, indeed, from the reduced ca- 
pacity of states to intervene. 

Although this is not the place to 
argue the highly theoretical case against 
neo-classical economic theory. some 
brief observations need to be made be- 
fore moving on to more concrete con- 
siderations. The neo-classical position is 
based on speculation as to what could 
have or might occur in a free market, 
that utopian and unknowable abstrac- 
tion. 

The jntervention of politics and so- 
cial power is regarded as a distortion. In 


. reality what is normal is that market 


forces operate in environments con- 
ditioned by state intervention, political 
and economic collusion of vested in- 
terests, corporate monopolies and con- 
straints on the labour market. Neo-clas- 
sical economics' greatest weakness is its 
inability to deal theoretically with the 
confrontation of market place and 
power or to address the inseparability 
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Asien Loong report are less | 
related to conversion to free-market - 
thinking and more closely related tothe | - 
reduced capacity of the state to main- | _ 


thereby eating into the TR 


OM‏ مرج وت 


Finely. ‘we must t deal em the im- E. 


plicit assumption that the current dif- - 


ficulties of the Asian NICs are the con- |. 
sequence of too much state interference | 


with market forces. 


On the contrary it could well be ar- | 
gued that one of the major causes of re- | - 


cent difficulties in the NICSs is the re- 


duced capacity of the states to maintain | _ 
the levels of their intervention, particu- | - 


larly in relation to financing investment 
and infrastructure. Further; we would 


suggest that the reason for reduction of | 


state activity of the type recommended 
in the Lee 


tain previous levels of intervention. 


In Indonesia, for example, the sud- | - 
forces and | 
privatisation has been caused less by | _ 
conversion to free-market ideology than | - 
by plummeting oil prices and hence, oil | 
tax revenues, which have led to drama- | 
tic reductions in state investment, par- - 
ticularly in the major industrial projects | 
which were at the heart of so much eco- | - 
‘nomic activity. Attempts to draft pri- | - 
vate capital to fill the growing void have | | 
proven unsuccessful largely because pri- | - 


den interest in market 


vate investors had in fact relied heavily 


6 It could well be argued that 
one of the major causes of 
recent difficulties in the NICs 


is the reduced capacity of the 
states to maintain the levels of 
their intervention. 





upon the state as a catalyst for their. own 
growth. 


. In Singapore, the effects of the reces- _ 3 
sion and the failure of the so-called | 


"Second Industrial Revolution" to gen- 
erate the extent of higher value-added 


production anticipated has led to the in- 
troduction of a range of new policies to 
competitiveness | 
and attract capital — lower charges for | | 
public utilities, cuts in Central Provi- | 
dent Fund (CPF) contributions, cuts pE ; 1 
corporate and personal income tax, new | _ 
tax deduction for post-pioneer com- | _ 


restore International 


panies and wage freezes and reductions. 


Such revenue-forfeiting measures | 


coincide with the beginning of the first — 
major withdrawals of CPF by life-long — 
contributors, 
traditional source of the government’s 


low interest finance. The callefor less | _ 


government intervention is therefore a 
practical response to the constraints im- 


posed by the strategy to restore com- - d 


petitiveness and other objective condi- 
tions. 
It should be acknowledged that in 


neither Indonesia nor Singapore can the | - 


reduced capacity to intervene in the 
economy be explained as a consequence 

of ignoring market signals. On the con- 
trary, the underlying structural prob- 
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Also included in the notion of ^fun- 
damentals" is the provision of relatively 
good standards of law and order. Here 
the neo-classical implication is that the 
effective outlawing of strikes and the 
constitutional obstacles to independent 
labour organisations, both characteris- 
tic of the NICs, have been prerequisites 
to rapid economic growth. We would 
certainly not disagree with this. How- 
ever, such measures surely constitute 
a most naked form of the state’s di- 
rect political intervention in the econ- 
omy. 


hile it is impossible to deny that all 

governments have intervened ex- 
tensively, the neo-classical analysts are 
reluctant to admit any positive effect. 
Indeed, as remarked earlier, Hal Hill 
even claims that there has been success 
in spite of this intervention. Curiously, 
though, the critics are scant on evidence 
of intervention holding back growth. 
The host of factors which must be ac- 
counted for, and indeed, discounted, 
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are not addressed. Are they really 
suggesting that wage control, tax incen- 
tives, concessional loans, cheap infra- 
structure, etc., were obstacles which the 
private investors overcame? 

It is worth noting that many of the in- 
terventionist tendencies of the East 
Asian NICs are also the hallmark of the 
more successful contemporary de- 
veloped economies (West Germany, 
Sweden). There is reason to assume that 
the tendency for intervention will be 
more so in the future. Successful high 
value-added projects require substan- 
tial outlay in social and physical infra- 


structure and greater coordination of 


resources and expertise. Where the po- 
litical means are available, private capi- 
tal has tended 10 induce state action and 
then exploit the state's potential to help 
define comparative advantage rather 
than taking the lead itself. 


routh Korean car exports: positive State in volvement. 


capital tended to exploit Singapore’ s re- 
latively good social and physical infra- 
structure, and all the “fundamentals,” 
by shifting investment emphasis to- 
wards higher value- added production. 
By contrast, in general, Japanese-based 
capital simply lost interest in Singapore 
as an export base. For their own good 
reasons, reflecting contrasting political 
and economic circumstances both 
domestically and internationally, they 
interpreted the market forces in quite a 
different way. The point is that what 
facilitates market forces and responses 
by capital tothem are not as self-evident 
as often assumed. 

Inhibition of prevailing market 
forces by the state also has different 
consequences in different situations. 
The protective policies of the Meiji state 
in I9th-century Japan and the South Ko- 
rean, Taiwanese and Singaporean states 
in thefts fended to produce flourish- 
ing and competitive private sectors. but 
the intervention of the Philippine and 

ndonesian states in the 1970s produced 





inefficient and parasitic corporate con- 
glomerates which have proven to be a 
major obstacle in growth. Once again, 
we have to look at the complexities of 
particular situations for explanations 
rather than making broad generalisa- 
tions about planning and markets. 

Let us now return to the assertion 
that the task of the state is to get the 
"fundamentals" right. The "fundamen- 
tals” include such macroeconomic fac- 
tors as exchange rates and interest rates. 
The fact that exchange rates are cur- 
rently the subject of bitter dispute be- 
tween the US and Japan, in particular, 
emphasises the point that there are no 
universal criteria for determining when 
the “fundamentals” are right but that, 
on the contrary, the "fundamentals" are 
not natural levels but arrived at through 
interplay of vested interests both politi- 
cal and economic. 
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Biting the bullet 


Unions oppose Nakasone plan to restructure railways 


for his tough personnel management — 
to work out a reform proposal by July 
1985. Just before this proposal was com- 
pleted, Nakasone sacked the former 
JNR leadership, whieh was not consi- 
dered sufficiently enthusiastic about the 
commission’s approach to the problem. 

Terror has reigned in the ranks of 
JNR labour unions as the management 
used inevitable massive retrenchment 
and reassignments to get even with 
militants. Struggle among unions has 
also intensified, with some eager to 
please the reformists. o "=="... 

Kamei has not concealed his hostility 
towards Kokuro, by far the largest and 
among the most militant JNR unions 
Until recently boasting a membership oi 
180,000, Kokuro has lost 10,000 mem- 
bers a month since early this year and 
has now split into hardliners and ac- 
commodationists. The press is filled with 
reports of suicides by JNR personnel: 
according to one count, more than 30 
took their own lives so far this year, 
after last year's 45. The 1,400 retraining 
centres set up in July are compared to 
Nazi concentration camps. 

JNR's financial position — it now 
owes ¥38 trillion — has deteriorated 
steadily since the mid-1960s and was be- 
coming untenable. Interest payments 
on loans amount to a third of operation- 
al revenue and the bulk of new borrow- 
ings go to repay old debts. 


A vague consensus exists on the 
causes of JNR's financial trouble, 
though there are obvious disagreements 
as well. First, JNR is blamed for its fail- 
ure to adapt to revolutionary changes ii 

transportation, notably motorisatio! 

and growth of air travel. JNR's share of 
the total passenger traffic dropped from 
51% (in terms of passengers per km) in 
1960 to the current 23%. Similarly, its 
share of total cargo carried plummeted 
from 40% (in tonnes per km) in 1960 to 
the current 5%. 

The argument is that JNR could have 
offset some of the losses by being crea- 
tive and innovative. For example, it 
could have improved its freight service, 
using containers and trucks for speedier 
door-to-door delivery. Seeing that most 
successful private railway companies 
depend for their profits on diversifica- 
tion — into such areas as property and 
tourism development.— some have ar- 
gued that JNR ought to have done the 
same, to the extent allowed by restric- 
tive JNR regulations. 

The second cause cited is JNR's 
sheer size, which makes effective man- 
agement difficult. JNR is a massive na- 
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By Susumu Awanohara in Tokyo 


E ncouraged by his landslide election 
victory in July, Prime Minister 
Yasuhiro Nakasone is determined. to 
ram through parliament, bills related to 
the restructuring of Japan National 
Railways (JNR) before the end of the 
year, for implementation starting April 
1987. 

The railway, known throughout the 
world for its bullet trains, is about to 
die, to be reborn divided and privatised 
— at the same time shedding about one 
third of its massive workforce of 
300,000. JNR has been losing more than 
¥1 trillion (US$6.47 billion) annually 
for six years running, and its debts have 
grown to match a year's total national 
tax revenues. 

Having studied the causes of this fi- 
nancial crisis, Nakasone has concluded 
that dividing the railway into six sepa- 
rate companies — three on the main 
Honshu island and one each for Hok- 
kaido, Kyushu and Shikoku — is 
needed to make operations more wieldy 
and that privatisation would revitalise 
management. 

He has already privatised the gov- 
ernment's tobacco monopoly and Nip- 
pon Telephone and Telegraph Corp. 
and early indications are that they were 
successful. Privatisation is also ex- 
tremely popular among the zaikai — or 
the big business community — which 
has had doubts about Nakasone’s ability 
to understand its needs. 

But JNR reform is far more complex 
than anything preceding it and is consi- 
dered the cornerstone of Nakasone’s 
ambitious package of reforms in, among 
other areas, administration and educa- 
tion. The changes called for are on a 
scale seen only in the early Meiji re- 
forms and post-World War II reforms 
under US Occupation — times of great 
social and political ferment. Given that 
these earlier reforms came with new 
constitutions, Nakasone’s critics even 
suspect that after his reforms the prime 
minister may revive his cherished desire 
for a new constitution, discarding the 
1946 “peace” constitution. 

Both supporters and opponents have 
used metaphors of war in debating the 
JNR reform. Nakasone once compared 
the reform to “Hill 203” — scene of an 
internecine battle in the Russo-Japan- 
ese war. The JNR labour unions see in 
their current situation the medieval bat- 
tle of Dannoura, where the once-pow- 
erful House of Taira was annihilated. 

Nakasone formed the JNR Reform 
Commission — headed by the vice- 
chairman of the Japan Employers Fed- 
eration, Masao Kamei, who is known 
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with have much to do with fundamental 
shifts in international demand. If any- 
thing then, it is the lack of insulation 
from market forces which accounts for 
the sudden change of fortunes in the 
NICs. 

Other factors, unmentioned by neo- 
classical observers, have been instru- 
mental in the recent setbacks suffered 
by the NICs. A tendency for interna- 
tional corporations to move some pro- 
duction processes back to the advanced 
industrial countries has occurred in 
cases where technological &dvances and 
decline in the power of organised labour 
in the parent company’s home country 
have made the advantages of cheap and 


— docile labour in Asia less clear. Com- 


petition between established NICs and 
emerging NICs in Latin America, South 
Asia and China is also an increasingly 
significant factor. 

It should also be noted that the flood 
of cheap finance capital which facili- 
tated rapid investment growth in the 





Third World as a whole in the 1970s and 
early 1980s has abated considerably as a 
consequence of declines in oil prices. 

While we do not deny that planning 
and state intervention can often have an 
inhibiting effect upon efficiency and in- 
vestment, producing parasitic corporate 
groups both private and public, there is 
no reason why this should be necessarily 
the case. 

In conclusion, then, we maintain 















| that the'understanding of rapid gains by 


the NICs cannot be arrived at by artifi- 
cial and theoretically dubious distinc- 
tions between planning and market 
forces. Instead, we need to come to 
grips with the real world in which the 
constraints and opportunities of the 
market have never been determined in 
isolation from extra-economic factors 
and intervention. of some form or 
another. ü 
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make more than 30% of the 310,000 | 
JNR workers redundant, though “natu- 
ral attrition" is supposed to bring the 
total figure down to 276,000 by March 
1987. A calculation. based on private- | | 
sector experience shows that the JNR in. | - 
its new incarnations should employ a | _ 
total of only 183,000 men, leaving | - 
93.000 redundant as at March next year. | 
The new companies will be asked to 
take 32,000 extra personnel, in view of 
the alleged low productivity of JNR | 
workers. 

That stil, leaves 61,000 redundant. 
Of this figure, 20,000 are expected to re- | . 
tire “voluntarily” and the remaining | 
41.000 will be supported for three years - 
while they undergo retraining. The gov- 
ernment will try to find jobs for the 
61,000 workers who will not be able to 
work in the new railway companies: the 
public sector bodies will be more or less 
forced to take 30,000 and are now mak- 
ing pledges; yet-to-be-formed com- 
panies associated with the new railway 
companies will take 21,000 more, and 
the private sector will be responsible for 
the remaining 10,000. 

Naturally, there has been opposition |. 
to such drastic reform. Division of JNR | _ 
has faced stronger opposition than - 
privatisation, given the sentimental as 
well as national-security value attached 
to the oneness of the national railway | - 
system. This is despite the fact that pas- | _ 
sengers who travel beyond any one of | _ 
the proposed railway regions are a small 
fraction of the total. 

Equity arguments against reform are 
also strong. though critics accept that 
there must be a limit to internal cross- 
subsidisation of unprofitable lines by 
profitable ones. There is genuine fear, 
particularly in rural areas, that fares 
would go up drastically andifthat proves | 
inadequate to justify lines, they wouldbe . 
abolished. The reformists’ view is that 
buses and trucks should be introduced in 
such cases, but critics say these also 
would find it unattractive to operate. | 

All this amounts to punishing the 
weak, and the result could be further | — 
isolation and decline of poor, remote | - 
areas, critics say. Further, the feeling iS | _ 
that profit should not be the sole criter- 
ion for starting or scrapping railway - 
lines, which play a major role in 
bolstering regional communities and 
their cultures. 

A crude view is that JNR is nowhere | _ 
near bankruptcy since the value of its | - 
fixed assets is far in excess of its pay- 
ment obligations. A more sophisticated | - 
version says that while the government, 
pressed by the motor industry (as well as 
genuine user demand), poured funds 
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. into road building, it gave few grants to 


JNR, forcing it to borrow instead. In- 
deed, JNR has had to pay for major 


| infrastructure developments, including 


tunnels and bridges, which in other 
countries might have been financed by | — 
the government. | 


Some in the JNR management have e 


57 





liamentary bills (one of which was 
enacted in the last session), is more 
drastic than other past blueprints for re- 
form, which were never fully im- 
plemented. As with other expert com- 
missions formed by Nakasone, this 
one was appointed to rationalise deci- 
sions the prime minister had taken be- 
forehand, critics suspect. 


a 
AS from the six private passenger 

railway companies, a nationwide 
freight railway. company will be set up 
while the bullet-train system will be 
owned by a holding company and leased 
to corresponding railway companies 
under the new regime. Although details 
of this new structure have yet to be 
worked out, the emphasis is on improv- 
ing. urban passenger services and 


medium-distance services, given that 
the public relies increasingly on cars for 
shorter distances and on aeroplanes for 
longer ones. 

After the reform, the six regional 
companies and the new bullet-train 


BOB FOLEY 





tionwide bureaucracy, divided accord- 
ing to functions and geographical areas, 
with groups contending for vested in- 
terests and lacking strong central coor- 
dination. Hierarchical hiring practices, 
which limit advancement prospects, 
have added to tensions in the organisa- 
tion. Comparing company management 
to warfare, as is the custom here, one 
zaikai stalwart has argued that manag- 
ing 300,000 troops is too much for any 
shogun. The optimal number would be 
10-15,000 and so JNR should be split 
into 20-30 companies, he said. 

Thirdly, JNR has suffered from poli- 
tical interference. For one thing, the 
powers of JNR management are con- 
strained by the ministries of transport 
and finance which often make the deci- 
sions for them. For another, JNR has to 
live with regional egoism fostered by 
powerful politicians who insist on keep- 
ing unreasonable election promises — 
at the public's expense. Railway lines 
^nd stations are popular gifts to electo- 

ates. In an extreme case, a railway line 





Bullet train: to be reborn, divided and pri vatised. 


holding company would be responsible 
only for a total of ¥ 14.2 trillion of JNR’s 
¥ 38 trillion debt. In fact, the Hokkaido, 
Kyushu and Shikoku companies can 
start. without carried-over debts. Sales 
of land and financial paper in JNR's 
possession are calculated to raise 
roughly. ¥5.8 trillion and ¥600 billion 
respectively — though there is much 
controversy over the validity of these 
figures. The remaining debt, of about 
¥17 trillion, will have to be made up 
somehow. 

The reformists would like the gov- 
ernment — and ultimately the taxpayers 
— to foot the bill, saying that by doubl- 
ing the current subsidies to the JNR of 
about ¥650 billion a year, the debt can 
be paid off in 30 years. But the Ministry 
of Finance is resisting the idea on cost 
and equity grounds. 

The commission's proposal would 


| in Hokkaido has had to spend ¥4,700 
for every ¥100 in revenue. Further, 
JNR has been used by politicians as a 
vehicle to raise funds in return for 
favours to engineering and construction 
companies as well as suppliers. 

Fourthly, the four leftist unions in- 
cluding Kokuro have been blamed for 
the alleged arrogance and low produc- 
tivity of JNR workers. 

Some years ago, the militant unions 
successfully fought off ۸ 5 
campaign to convert their members to 
moderate unionism, humiliating the 
management in parliament and causing 
great embarrassment to those who had 
cooperated with the campaign. JNR 
workers have resorted to strikes and go- 
slow actions in a Japan where industrial 
disputes have become less frequent. 

The JNR Reform Commission’s pro- 
posal, now translated into nine par- 
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Lee on the law 


The prime minister leads a parliamentary debate on the Law Society 


testified that he had been told last 


January by Lee that the prime minister 


wanted the Legal Profession Act tight- 
ened to give the administration more 
say in disciplining errant lawyers. 

Second, that the government feels 
that members of the Law Society coun- 
cil had blemished careers. Apart from 
Seow, two other members do not have 
spotless records: one was dismissed 
from the police force in 1969 and 
another had cheated in a law exam 13 
years ago. 

The third point was that the govern- 
ment was intent on preventing the Law 
Society from becoming politicised 
the witnesses called, on 
member of the council was found to 
have once been a polling agent for the 
opposition Workers’ Party (WP). Of 


‘three lawyers who had signed a petition 


calling for an extraordinary general 
meeting of the Law Society to discuss 
the proposed amendments to the Legal 


‘Profession Act, one was detained in 


1976 for involvement in a secret society 
and the other two said they were WP 
sympathisers. Lee insisted that if any 
member of the council “unconsciously 
or sub-consciously" allied these ac- 
tivities to those of the WP, "then, inevit- 


ably, damage must be done." 


O: the first question, the Law Se, 
ciety's officers agreed that mem- 


bers of the public should sit on inquiry 


committees that.look at complaints 
from the public against society members 
but argued that they should not be in- 


ary committee, which considers penal 
ties after an inquiry. They said they 
would consider several other ideas put 
forward by Lee to increase the society's 
accountability. 

On the matter of blemished records, 
Seow strongly denied that he had a 
flawed character. All, including those 
on the select committee, were human 
beings with faults, he maintained. “The 
people you are looking for, Mr Prime 
Minister," he said, “you will find in 
heaven." All the lawyers concurred that 
politics should be kept out of the Law 
Society's business. 

During the hearings, Lee rejected 
the society's contention that the amend- 
ments to the Newspaper Act were am- 


biguous. He said that they gave the 


minister concerned the discretion to de- 
cide if a publication was interfering in 
politics and that terms like "engaging 
in” did not have to be spelled out. The 
select committee will present its find- 
ings to parliament shortly.  - oO 
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By Nigel Holloway in Singapore 


ingapore Prime Minister Lee Kuan 

Yew has again played a leading role 
in the deliberations of a parliamentary 
committee, less than a month after 
hearings examining the case of opposi- 
tion MP J. B. Jeyaretnam who allegedly 
had abused parliamentary privilege. 

The subject this time was almost as 
controversial — proposed amendments 
to the Legal Profession Act which seek 
to disallow certain lawyers from holding 
office in the council of the Law Society, 
the legal Nong و‎ governing body, 
and to tighten Law Society disciplinary 
procedures. In the earlier hearings, Lee 
led the government's case that Jeyaret- 
nam had abused his privileges by claim- 
ing the executive had interfered in the 
judiciary. 

On 9-10 October the prime minister, 
a trade union lawyer in the 1950s, was 
on the select committee looking at what 
changes, if any, should be made to 
amendments to the: Legal Profession 
Act. Accompanying him on the panel, 
chaired by parliamentary speaker Yeoh 
Ghim Seng, were the first and second 
law ministers, E. W. Barker and S. 
Jayakumar, and four other MPs of the 
ruling People's Action Party. Both 
hearings received maximum publicity 


jan 


on TV and in newspapers. 


Just as the exchanges between 
Jeyaretnam and Lee were the highlight 
of the earlier deliberations, this time it 


was the turn of Francis Seow, the Law’ 


Society's president, to joust with the 
prime minister. If the amendments are 
passed unchanged, it is understood that 
Seow will lose his seat on the council. A 


member of the ruling body shall vacate 
office if, among other reasons, he has: 


been suspended from practice for six 
months. Seow was suspended for a year 
in 1973 on charges of improper conduct. 

Some had said the legislation was in- 
troduced after the Law Society issued a 
press statement in May condemning 
changes to the Newspaper and Printing 
Presses Act that restrict the distribution 
of foreign publications found to be in- 
terfering in local politics. But Lee said 
the government had been considering 
tightening up the conduct of the legal 
profession after Seow, a former sol- 
icitor-general, was elected in October 
1985. "I was astounded and outraged 
that a person with your moral quality is 
being asked to uphold the integrity of 
the bar," Lee told Seow. 

Lee and other ministers made three 
main points at the hearing. First, that 
the government believes that discipli- 
nary procedures in the profession are 
poor. Attorney-General Tan Boon Teik 
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comprehensive view of national trans- 
portation needs and policy priorities. 
The point of this theory, shared by some 


unionists, is that JNR's financial trou- 


bles were caused by the government. | 
Proposed sales of JNR land are 


quickly becoming the most controver- 
sial issue. More than 6,800 plots of land, 
totalling 3,300 ha, will be given up by 
JNR. There is fear that sales of choice 


| sites would add fuel to the renewed in- 


flation of urban-land prices in cash-rich 
Japan, making life more, difficult for 
salarymen. Also, some are wary of pos- 


V. sible underhand deals in which big busi- 


nesses vying for the land and influential 
politicians will make unjustified profits 
at the expense of the rest of the nation. 


Leftist critics see in JNR reform a con- 
_spiracy between government and big 


business, to share the spoils of JNR 
dissolution and to eliminate some of the 


country's strongest labour unions. 


Public. opinion has been divided, 
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| with urbanites — particularly in Tokyo 
| — offering little sympathy tọ the JNR 


AP 


workers who have harassed them with 
repeated strikes and. go-slow actions. 


. The government has been generally suc- 


cessful in mobilising the urban-centred 
national newspapers in support of the 


.| reform and against the labour unions, 


though lately press coverage of union- 
ists broken by defeat is winning some 
sympathy for the workers. 

The Democratic Socialist Party and 
the Komei Party are basically in favour 
of the commission’s reform proposal. 





The Japan Socialist Party has sub- 


mitted its own alternative reform bill in 
parliament, calling for the establish- 


ment of a nationwide joint-stock com- | 


pany, the majority stake in which would 
be owned by the government. The 
Japan Communist Party is opposed 
to both division and privatisation 
and feels that the government should 
repay the JNR debts which it has 
created itself. u 
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that the education reforms have 
ushered in a topsy-turvy world in which 
some fare better than others. Of the 
more than 1.12 million undergraduates 
spread among China's 1,016 univer- 
sities, most will not escape the mandat- 
ory, government-ordered job assign- 
ment. Some students must rely on the 
likes of the old guerilla, party officials 
within departments who have veto 
power over assignments. Some now can 


| goout and look for jobs. 


As some students shape their fu- 


| tures, there is a growing expectation of 
| upward mobility among university stu- 


dents. However, even as students' ex- 
pectations rise, mobility is mostly a mir- 
age except for a few. And, in terms of 
policy, it is clear that basic issues sugh as 
whether market forces will be tolerated if 
setting wages have not been addressed. 
Tinkering with the centralised as- 
signment system began in 1983 in 
Jiaotong University in Shang- 
hai and Qinghua University 
| in Peking. It was an experi- 
ment approved by Peking, al- 
| lowing these universities to 
| arrange independently for 
| the employment of their 
|| graduates by directly contact- 
ing work units, factories, of- 
fices and matching openings 
with students. It was labelled 
a success. In a recent inter- 
view, Shao Jinrong, chief of 
the division of higher educa- 
tion. policy research for the 
State Commission of Educa- 
tion, said: "The experiment 
showed that this is the right 
way, that the old manner of 
job placement is unreasona- 
ble. We want to place all 
graduates in this way." 


i n practice, however, the ex- 
periment has been ex- 
panded to include only a 
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| Tinkering with reforms 
to China’s universities 


vanced education. Economics students 
at Jinan University, for instance, are 
studying Milton Friedman and the Laf- 
fer Curve. A company in Canton paid 
Rmb 8,000 (US$2,162) for a graduate 
with a background in business and eco- 
nomics. 

Students at a handful of universities 
across the country bave bowed out of 
what had been an inescapable job-allo- 
cation system. Some universities admit 
students privately and charge tuition; 
and the central government is replacing 
the automatic, monthly student 
stipend of Rmb 23 a month with a 


scholarship scheme based on. merit. | select group of graduates from a select 


group of universities. Roughly, students 
at the 694 universities that fall under 
either provincial or city control still are 
assigned jobs via a state plan. At the re- 
maining universities, which report to 
either the education commission or 
another central government depart- 
ment, only a handful have been granted 
latitude in job placement. At People's 
University of China in Peking, for in- 
stance, it is an on-again, off-again 
latitude. In 1985, most students com- 
pleting a four-year programme were al- 
lowed to find their own jobs as long as 
their department approved. In 1986, 
though, only 20% of the graduates, and 
mostly those from Peking, have been 
given the same freedom. For the other 
۵0/۵۱1 is back to the state plan. 

Ma Shaomeng, vice-dean of studies, 
says the reversal was born of the dif- 
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A law student at Peking University, 
who lives in a dormitory that had been a 
Red Guard bunker during the Cultural 
Revolution, recalls a childhood in which 
the educated were looked upon with 
suspicion and scorn. That era is over, he 
says. Indeed, academic merit is now val- 
ued and rewarded. Yet that young man 
and many of his colleagues also wonder 
about the tensions inherent in the re- 
forms, the pulls against breaking up uni- 
formity, and the resentment created by 
the divvying up of a little bit of choice 
and opportunity available to a very few. 

In a way, the issues troubling the 
young law student are the seminal issues 
affecting the direction of education re- 
form. Zhang and his classmates at Jinan 
say the changes, especially in job assign- 
ments, have brought with them a whole 
new set of tensions as students discover 





re- |Peking University: splintering central control 


By Margaret Scott in Peking 


Te call her the old guerilla. She is 
the communist party secretary for 
the foreign languages degartment at 
Jinan University, a reputable and well- 
heeled university about 10 km outside 
of Canton. Students both despise and 
honour her. The old guerilla — a 
nickname derived from the party secret- 
ary's claim to enduring the mountains of 
Yenan before liberation — controls the 
job placements of all who pass through 
her department. *We are all scared of 
her. She decides our fate," said Zhang 
Zige, a 21-year-old student who was sit- 
ting in a dormitory room with some 
classmates. "If she likes you, 
you ll get a good job. If she 
doesn’t, forget it,” he added. 

Get a group of students to- 
gether and eventually the talk 
turns to job assignments. It 
` used to be that everyone 
faced the same, sobering 
prospect: job assignments ac- 
cording to a state plan de- 
vised by the central govern- 
ment. But things are chang- 
ing, for some. 

Education in China is 
being fundamentally re- 
vamped. Reforming educa- 
tion, particularly higher edu- 
` cation, is viewed by China's 
leaders as a crucial compan- 
ion to the reforms of the 
economy. In essence, the re- 
forms are dismantling unifor- 
mity and splintering central 
control. 

Education reform 
ceived official endorsement 
last year when the Central Party Com- 
mittee published a document called Re- 
form of China's Educational Structure. 
Using that document as a sort of permit, 
universities — especially the prestigi- 
ous, national ones — have spent the 
past year exploring the somewhat shift- 
ing boundaries of acceptable change. 
And students have been discovering 
not only increased choices and op- 
portunifes but the limits of them as 
well. 

There have been fortuitous times 
and treacherous times for universities in 
communist China. This is a good time. 
Twenty years ago, factions of students- 
turned-Red Guards battled for control 
of universities where teaching had 
ceased, teachers were tormented, and 
some were killed or killed themselves. 
Now, campuses are instead showing the 
signs of change designed to buttress ad- 
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central government, already |. 








Gradually, the commission plans to ex- 
tend its reach over al! universities, now 
spread out under the jurisdiction of 52 
central government departments. 
Micro-control, theoretically at least, is 
trickling down into the hands of acade- 
mics rather than party professionals. | 

In admissions, the reform document | 
gave universities some leeway in accept- | 
ing students outside the customary, 
state-controlled quota system. Most im- 
portantly, the reform document ap- 
proved commission enrolments in 
which universities are paid by work 
units to educate students. 

In 1985, 1095 of the undergraduates 
were enrolled through commissions, 
creating a significant new source of rev- 
enue for universities. At Peking Nor- 
mal University, for instance, 200 of the. | 
1.200 students admitted last year were | 
commissioned by the city of Shantongin | 
Shaanxi province to be trained as 
teachers. 

Enrolment through commission is 
appealing because higher education is 


expanded without cost to the 


unable to fund its ambitions 
in education, especially uni- | 
versal, nine-year primary and 
secondary education. China, 
according to the World Bank, 
spends slightly more than 3% 
of its gross national product 
on education, which com- 
pares with a median of 4-5% 
in other developing countries 
and 6% or more in developed 
countries. Education spend- 
ing, though, has increased 
from about 6.6% to over 7% 
of total government spending 
in the past four years, but re- 
mains below the median of 


peewee 15.5% in other developing | 


countries. 

Challenging the . com- 
munist party's customary 
control of universities is 


another of the main pillars of 
reforms in higher education. 
Liu Yu, the deputy party secretary for 
Jinan University, for instance, once had 


a spacious office in the administration | 


building. But he lost it when the 


academic version of the touted “man- | | 


ager responsibility system" came to 
campus. Universities across China, or 
so the edict had it, were to follow the 
factories in shifting power from the 
party secretary to a manager in the per- 
son of the president. 1 

Jinan duly complied, to the delight ot 
most professors. The edict, though, 
turned the party at Jinan upside down. - 


“There was a lot of resentment and un- | 


happiness over the change in status. We 
used to be in charge and now we are 
not," said Liu. 

But the erosion 0۴ communist party 
control on campus has turned out to be 
more theoretical than real. In practice 
the so-called presidential system rarely 


much control. Things are too fixed. On 
the other side, there isn't enough over- 
all control, not enough standards," says 
Gu Mingyuan, the former director of 
the institute and now a vice-president at 
Peking Normal University. 


FH igher education was one of the first 
and worst casualties of the Cultural 
Revolution? only getting back on its feet 
with the revival of the national admis- 
sion exam in 1977. Since then, there has 
been tremendous growth in the number 
of colleges and universities — from 400 
to 1,016 — but growth without stand- 
ards or much attention to quality, the in- 
stitute concluded. 

Those at the institute also described 
Soviet-influenced rigidity in teaching 
methods and over-specialisation in cur- 
riculum. They found a bias against lib- 
eral arts that hindered study of econo- 
mics and law, disciplines deemed instru- 
mental in the modernisation of the 


country. And they characterised univer- 
sities as hidebound, lacking academic 
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control and strapped in by party cadres 
and central government strictures. 

With this portrait, those at the insti- 
tute and later central party officials de- 
vised the main ideas of the reforms for 
higher education: decentralisation of 
administrative control coupled with 
consolidation of overall control under 
the new education commission; greater 
autonomy for universities in admitting 
students and types of courses taught; in- 
troduction of what is called the presi- 
dential system in which a university presi- 
dent rather than the party committee 
runs the university, and endorsement of 
an American-European model of gen- 
eral education rather than the stress on 
specialisation of the Soviet model. 

With Vice-Premier Li Peng at its 
head, the education commission was 
created to exert what Chinese officials 
call the macro-controls over education. 


Peking Uni versity gate: limited opportunities. | 


ficulties of filling all the necessary job 
openings, particularly in the provin- 
ces. Too many students went for the 
higher-paying jobs inethe cities, leav- 
ing too many provincial posts empty. 
Qu Jianding, a postgraduate student, 
says the backpedalling has caused a 
furore among students and triggered 
antagonism over the shrinking of 
choice. 

Besides favouring students from 
China’s large cities, slack in the job allo- 
cation system has benefited those study- 
ing business, economics, management 
and the applied sciences — disciplines 
currently in vogue. Students within the 
College of Economics at Jinan Univer- 
sity, for example, are now being wooed 
by recruiters from various state enter- 
prises and even joint ventures in 
Guangdong province. University offi- 
cials applaud this development. 

' But how far demand can be followed 
in devising employment relationships 
yutside state control is a bit like charting 
an unexplored frontier, according to 


professors and students. De- 
mand was followed too far, 
some say, in a novel arrange- 
ment struck at Jinan last year 
in which an economics stu- 
dent signed a five-year con- 
tract with a Canton firm and 
the firm paid the university 
Rmb 8,000. 

On the one hand, univer- 
sities are being encouraged to 
hunt for revenue and since 
university graduates are so 
scarce — less than 4% of the 
eligible age group receive 
some type of higher education 
— trained graduates are a val- 
uable commodity. On the 
other hand, translating de- 
mand for graduates into 
higher wages would revive a 
varying wage scale that 
macks too much of cap- 
talism. “It is too early 
to let market forces have an 
effect on salaries," said Wang 
Yongyuan, director of the Institute of 
Higher Education at Peking University, 
the intellectual parent of education re- 
forms. 

In an old wooden building almost 
hidden by the willow trees bordering No 
Name Lake at Peking University, Wang 
and some of the foremost educators in 
China devised the outline and reasoning 
for changes in higher education. Inside, 
away from view, they spent two years 
scrutinising the failings and strengths of 
higher education and chronicling the 
current trends. Then, they drew up a 
sort of blueprint of where things stood 
and where higher edcuation should be 
going. Eventually, members of the insti- 
tute turned over their findings to the 
committee drafting the reform docu- 
ment approved by the Central Party 
Committee. 

"On one side, government has too 
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kets of the past. Along with Li 
and his wife, the universities are 
trying to granslate that fuzziness 
into courses which capture the 
role of communist ideology in a 
modernising China. 
i Li, forexample, carried out a 
. crusade at Jinan to expand the 
economics curriculum to include 
macro-economics and Western 
theories. It took him. years. 
Emboldened by the more re- 
laxed climate of the early 1980s. 
he arranged to go to Columbia 
University in New York City to 
take courses in the economics 
and business schools. When he 
returned in 1984 he devised a 
curriculum for Western econo- 
mics. 

“We just didn’t teaches, Ldidn’t 
think I would get permission, but I had 
the dean on my side so I gambled. We 
submitted the reading list and the- 
course outline to the party committee 
with a long rationale on why we needed 
it. Finally, the party approved it," Li 
said. 

In his macro course, he teaches 


Japan's years of transition from the 
1850s to the 1880s, the country was 
transformed from a collection of 260 do- 
mains each with its own army, govern- 
ment, hereditary military caste and 
some with their own currency, to a central 
polity, with a uniform education system | 
and an expanding national market — “a | 
country, rather than a collection of do- 
mains" in the words of the editors. By 
the end of the century, Japan was ready 
to appear on the world stage, on its own 
terms, an entrance which most Western- 
ers did not take seriously. 
D uring the transition, there was a con- 
scious desire to distinguish Japan's 
road. from the revolutionary one fol- 
lowed by other countries, most notably 
China, its oldest mentor. There were 
many models to choose from, many pos- 
sibly paths to follow, and many forces at 
work shaping events. Albert Craig 
shows that the imperial government set 
up in 1869, which lasted until the estab- 
lishment of the cabinet system in 1885, 
modelled itself on the ancient Japanese 
court. Shinto was used to legitimise the 
new regime and the offices, titles and 
dress of the eighth century Nara court 
were introduced, causing so much con- 
fusion that officials had to rush out to 
the second-hand bookshops to get 
copies of.ancient codes that defined 
their offices. They awkwardly moved 
around in what seemed like fancy dress, 
an interesting e of invented trad- 
ition. F 
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and monetary theory. His wife teaches 
Das Kapital and Marxist economics. 
She is a party member. He is not. There 
is often a lively cross-fire going in the 
couple's tiny flat at Jinan University, a 
small sign of the growing presumption 
of intellectual freedom on campuses. 
Their political differences also are a sig- 
nal of the ideological fuzz that has re- 


COHEN of the West 


Jiaotong University: job-assignment experiments. 


plemented the change that was sup- 


_ Li Jinliang teaches Milton Frigsimam ? 
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wok "People" 5 PORC sup- ۱ 
ی‎ changed to the presi- - 
. dential system in July 1985, but 
re as deans of the university admit, 
| the party committee still makes 
} all the major decisions. Wang of 
| the Institute of Higher Educa- 
| tion, says Peking University has 
| notreally implemented the pres- 
|. idential system either. “We have 
| a president and he does exert.a 
| lot more control than he used to 
| over academic affairs. But for 
E the important decisions. ‘the 
| party committee will still inter- 
fere, ` he said. 

Gu Mingyuan, vice-president 
Fot Peking Normal University, 
. one of the few universities that 
| have implemented the change, 
| said: ‘It has run into a lot of re- 
` sistance. Since the party has been in 
. control for so long. changes cannot be 
made overnight." Gu estimated that so 
. far, about eight universities have im- 





















posed to be widespread by now. And if 
| Liu is right, not many universities will 
j E, following Jinan's lead. 


nd 
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| HISTORY 


Japan in Transition: From Tokugawa to Meiji edited by Marius B. Jansen and 
. Gilbert Rozman. Princeton University Press. ۰ 


Japanese development since its first 
brush with the outside world seem to 
underscore a lot of Western thinking 
these days. In other words, it is sup- 
posed that the decisive shifts in modern 
Japanese history, from the Meiji Resto- 
ration through the defeat of 1945 to the 
market opening of the 1980s, have been 
caused, and influenced. by the West. 

The virtue of this distinguished and 
valuable collection of essays by some of 
the leading American and Japanese his- 
torians in the field is that it analyses one 
of those decisive shifts, the Meiji Resto- 
ration, from the inside, taking us 
through the twists and turns of policy, 
showing the motives of the actors, their 
vision, sometimes grand but mostly 
pragmatic, without overlooking the re- 
ality that there were winners and losers 
and gains and losses for the society as a 
whole as Japan moved into the modern 
industrial age. 

The Meiji Restoration is not a 
straightforward tale of modernisation 
(still too often equated with Westernisa- 
tion) pursued with stubborn determina- 
tion by far-sighted leaders who knew 
exactly what they were doing and where 
they were going. Nevertheless, in 
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Fe there was Perry and his: black 
ships who came knocking at the door 
- in 1853 and succeeded in getting Japan 
to open its markets to the West. There 
| - were such profound political reverbera- 
tions in their wake that the whole feudal 
| E. edifice — which had preferred the co- 
| coon of seclusion — came tumbling 
| down at the Meiji Restoration in 1868, 


| paving the way for Japan's Westernisa- 


| tion and entry into the family of nations. 
| ` Then there was MacArthur who res- 
| cued the Japanese from the nightmare 
. of the valley of darkness, teaching them 
L the virtues and benefits of freedom and 
| democracy and clearing the decks for 
E to become. a major economic 
power, firmly rooted in the Western 
. camp inthe global struggle against com- 
E ` munism. 
| . Now there is a Japanese Perry, 
Yasuhiro. Nakasone, English and 
| French speaker, relaxed and confident 
with Western leaders, who will carry on 
the work, exorcise the vestiges of 
. Japan’ s "developing economy" mental- 
ity, and pull the country into the age of 
internationalisation and  interdepen- 
. dence. 
Such e acsi held assumptions about 
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tary on modern philosophy in the | 
West.” It starts with Immanuel Kant 
and includes Friedrich Nietzsche. Max dj 
Weber, Thomas Dewey, Jean-Paul 
Sartre and Sigmund Freud. Another 
elective examines modern socialist 
models and covers the Soviet Union, 
Eastern Europe, Islamic socialism, Af- - 
rican socialism and Central menos | 
versions of socialism. 33 
In. random conversations with stu- 
dents, the topic of political courses 
often inspires derision, a kind of c Š ۳ 
one-step-removed criticism of the party - 
and politics in general. To Ke, rekindl- 
ing a version of socialist nationalism. «b 
amid the widespread political cynicism | 
of students is the aim of the changes. | 
"We. need to keep up the ideological | 
education of students so the reforms go - 
in the right direction." | 
Which way is the right direction de- | 
pends on one’s point of view. Ask most - 
students and they will say the road of ex- 
panding possibilities for the individual iS 
the proper one. Ask those in the central 
government and they will say expanding 
expertise for the good of a modernising 
China is what matters. For the moment 
the road is the same. 
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gins of the ubiquitous "curry rice” 
(mostly sauce with little meat) in con- |. 
temporary Japan goes back to the mili- | 
tary diet of the the Meiji peirod. 

The chapters by Henry Smith and 
Susan Hanley show how little impact 
Westernisation had on the lives of the 
majority of people but suggest some 
continuities with today. Smith's chapter 
on the transition from Edo to Tokyoar- | — 
gues that the decision to move the capi- | | 
tal did not result in any ambitious inno- | 
vations in town planning. Old Edo was | — 
simply adapted. | 

Hanley's chapter on material culture | | 
points out that Western-style rooms - 
were very much an exception in the | — 
Meiji period and that as far as food was | 
concerned the general belief, according © 
to a contemporary saving, was that "all | 
that matters is to have a full stomach." 

Japan's transition was a complex one — 
which unravelled itself in accordance 
with what the Japanese set as priorities, 
sometimes with disastrous conse- | 
quences for themselves and others. The | 
West was certainly one of the variables, | 
but not the key one. It would be quite 
wrong to assume that Japan's progres- |. 
sion to the next stage of development, |. 
the "mature economy,” will be like that | 
of other societies and that its problems — 
and solutions will converge with them. — 

There may or may not be lessons | 
from history, but it is an incontroverti- | 
ble fact, which this book underlines, | 
that in Japan's development the West | 
may have had a say but it determined | | 
nothing, not even when the most "West- | - 
ernised" leaders were in charge. 

— Derek Massarella 


1990 and has turned to People's University 
to rewrite the textbooks. 

Luo Guojie, vice- president of the 
People’s University, heads the team of 


professors writing the textbooks. He is | 
president of the Chinese Ethics Associa- — 


tion and was formerly the dean of Peo- 
ples University philosophy. depart- 


ment, in many ways the standard bearer | 


of ‘politic thought. All university 
students still must take Marxist 
philosophy, history of the Chinese 
Communist Party and Marxist political 
economy. But in 1990, these will be re- 
placed by an introduction to Marxism- 
-Leninism; history of revolution in China 
instead of just history of the communist 
party; problems of socialist. construc- 
tion, and world political economy, 
which will look at the development of 
law, economics and culture since 1949. 
Besides the mandatory courses, by 
1990 students supposedly will be able to 
choose electives to satisfy some of their 
political -course requirements. Ke 
Muhuo, vice-dean of liberal arts at 
Jinan, is helping to devise these elec- 
tives. So far, one course that may be in- 
troduced nationally is a course on 
philosophical trends called “commen- 





Osaka Castle: history lessons. 


debate over living standards during the 
British industrial revolution — which it 
closely resembles — so much boils down 
to perspective: is the bottle half-full or 
half-empty? 

It is revealing that a vintage piece of 
Nihonjinron (study of Japanese iden- 
tity) creeps into Shunsaku Nishikawa's 
chapter where he informs us, in all seri- 
ousness and without any evidence, that 
in contrast to the military, the staple 
food of factory workers “was ‘Nanking 
rice,’ imported from Korea and China, 
which was not as appealing to the Japan- 
ese palate as native Japanese rice." 
However, he lets us know that the ori- 
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Friedman, John Maynard Keynes and 
James Tobin. In the micro course he 
uses Paul Samuelson’s textbook, and in 
international economies he uses Charles 
Kindleberger. 


0 Li, it is important for Chinese stu- 

dents to study the ideas of the West, 
take the best and the ones applicable to 
China — a little from the US, a little 
from the Soviet Union, a little from 
Hungary. His wife disagrees, insisting 
that Western ideas should be studied 
only on top of à foundation of Marxist 
economics. “Marxism must be the foun- 
dation. Western ideas may alter the way 
Marxism is applied in China, but West- 
ern ideas should not alter the founda- 
tion," she said. 

They have had this argument before, 
and not just in their living room. Jinan and 
other universities are trying to fit ideology 
into its proper place in education. No- 
where is the reappraisal of communist 
deology taken more seriously than at Peo- 
Dle's University, which has been a sort of 
finishing school for high-ranking party 
members, bureaucrats and thinkers. The 
central government has decided to re- 
vamp the mandatory political courses by 





The emphasis on Shinto was signifi- 
cant and especially detrimental to 
Buddhism, a previous alien import, 
which, as Martin Colcutt shows, came 
under intense attack and suffered a de- 
vasting iconoclasm. Temples were de- 
stroyed, their lands confiscated, sutras, 
paintings and statues burned or sold. 


Monks and priests were laicised, sent 
back to the fields or forced to become 
Shinto priests. 


An emphasis on organisation, which 
some might see as the basis of modern 
Japan's industrial strength, contributed 
much to the successful transition. The 
army and education were organised na- 
tionally and considerably eased the way 

"forward to a centralised polity. The 
army took raw country recruits, pro- 
vided them with skills and inculcated 
national values in which the emperor 
was the centre piece. In education the 
Meiji government built on the not in- 
considerable achievement of the previ- 
ous era and by 1886 a fairly comprehen- 
sive national system, at least until age 12 
and with the exception of girls, was in 
place. But, as Richard Rubinger points 
out, there was no sharp break with the 
past. Textbooks blended Japanese, 
Confucian, and Western values even if 
an increased emphasis on language 
learning, Confucian-style by rote, led to 
the mushrooming of prep schools, 
forerunners of today's cram schools. 

Perhaps the least conclusive chapters 
are those contributing to the debate on 
whether labour conditions and living 
standards were rising or falling during 
the transition. Inevitably this carries 
ideological overtones, but as with the 
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mountain ranges." The publisher was so 
struck by the profundity of this state- 
ment that it was printed twice in the 
book, the second time in cursive script 
on the last page, like a biblical quota- 
tion. 

Both books have come in for enor- 
mous praise, in the case of Kubota, right- 
ly so. As I said, he is a master photo- 
grapher. And yet, both books make one 
a little uneasy. What would people say 
about lovely picture books of, say, 
South Africa, filled with breathtaking 
landscapes, folk dancing tribes and 
fireworks? There are such books, of 
course, but they remain in the waiting 
rooms of South African embassies. A 
self-respecting photographer would 
quite rightly refuse to do a picture book 
of South Africa, if no reference could be 
made to the darker (pun intended) side 
of the political system. | 

Then why do we accept with pleasure 
the flood of lovely picture books on 
China? Is the political system there so 
much better? Can one really ignore it?" 
Spence mentions the terrible events that 
plagued China in this century. And he 
points out how “for the Chinese viewed 
by Mr Kubota, the pressures built up 
by these events cannot be far beneath 
the surface. Nor can the agonised 
tumult of domestic politics be far from 
the thought of anyone aged fifteen or 
more." Perhaps these "events" are ig- 
nored because, unlike in South Africa 
where the racist system is plain for all to 
see, the misery in the Chinese state is 
encrusted with face-saving lies, idealis- 
tic myths and layers of cant designed to 
deceive the foreign guest. 

Kubota writes in his introduction 
that "most of all I recommend that as 
many people as possible visit China and 
see the country with their own eyes." 
This is indeed to be encouraged, but 
people should not be surprised if they 
find a different China than the one seen 
through Kubota's eyes. — lan Buruma 





Peter Yung's view of Xinjiang province. — i 


TRAVEL 


A photographer's China 


China by Hiroji Kubota. Collins, London. £35 (US$50.35). 


Xinjiang: The Silk Road/Islam's Overland Route to China by Peter Yung. Ox- 
ford University Press, Hongkong. HK$240 (US$30.76). 


yet . .. Jonathan Spence, in his elegant 
foreword, quotes a recent poem by Gu 
Cheng, "in language drawn from Mr 
Kubota's trade": 

The Sunlight Flashes once in the sky 
And is covered again by black clouds. 

The rainstorm is developing The 
negative of my soul. 

One will find little of this sort of thing 
in Kubota’s China. Nor will one find it 
in Peter Yung’s portrait of Xinjiang. He 
is not as skilled a photographer as 
Kubota, and the pictures are not nearly 
as well reproduced. But that aside, 
Yung and Kubota are after the same 
thing: beautiful, colourful China. Yung 
shows us extraordinary and vast land- 
scapes, inhabited by smiling Uygurs — 
Uygurs eating, Uygurs praying, Uygurs 
playing, but whatever they do, they 
seem completely happy doing it. 


t is impossible to tell from Yung’s text 

or pictures that many Uygur's feel 
that their land is under foreign occupa- 
tion. To find a parallel to Yung's book, 
one must imagine a glossy picture book 
taken by a German photographer in 
France around 1943. One couldsee plenty 
of pretty landscapes, old codgers sip- 
ping wine in village squares, and, yes, 
the odd German soldier marching along 
country roads. But it is what one does 
not see that really counts. 

While Kubota is an aesthete, Yung is 
more of a philosopher. Here is a sample 
of his deep thoughts: “I pondered how 
infinitely small man was by comparison 
with this magnificant landscape and 








wf iroji Kubota is an excellent photo- 
grapher. He is one of the modern 
masters of Kodachrome, a film which 
yields especially rich colours, perfect for 
the highly aesthetic way that Kubota 
views the world. Kodachrome reds are 
particularly vivid: the blood dripping 
from freshly slaughtered geese in 
Shanghai; the crimson candles in Hang- 
zhou; the festival in Yunnan; the pol- 
luted air in Mongolia; the dress shop in 
Kashgar; the yurt festooned with 
Chinese national flags in Bayan UI 
Hot. 

Kubota is also a master of composi- 
tion. Every picture in his book smacks 
Of  painstaking preparation, much 
thought, enormous energy (just getting 
to half those places is half the battle), 
and a highly experienced photographic 
eye. There is not one picture which is 
clumsily composed; everything is just 
right. In short, Kubota's China is a 
beautiful place. Itis a place — and this is 
the miracle of the photographer's art — 
far removed from the grim, grey, ghost- 
ly China that depresses so many visit- 
ors, nof to mention the billion people 
compelled to live there. 

Take Peking, for example, a grim 
and grey city by anybody's standards. 
Kubota's Peking is anything but grim. It 
is a lovely city of palaces, parks and 
fireworks. 

There is nothing wrong with beauty, 
of course. Or of selecting the most 
aesthetic aspects of daily life — colour- 
ful native costumes; folk festivals; tem- 
ples and ancient walls and so forth. And 
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The Hongkong and Shanghai Banking Corporation 
Marine Midland Bank * Hongkong Bank of 
Canada ۶ HongkongBank of Australia 
The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION. 


Well-navigated 


farang DE 


one of the world's largest international 
banking groups, with more than 1,200 
Offices in 55 countries. 


Thus, we can respond to your banking 
needs, not only in Asia, but anywhere in 
the world. 


HongkongBank gives you access to a 
complete range of financial services, 
to help you chart a continuous course 
to success. 


Talk to us today at your nearest office of 
the HongkongBank group. 


or 1 





The Chinese invented the compass some 
3,000 years before the West discovered 
radar. Yet navigation through Asia's 
commertial waters is still a tricky business 
today. It requires patience, skill and 
knowledge of local business routes 

and customs. 


So if you're planning to explore the East, it 
pays to use a bank that has been there for 
more than a century, developing Asian 
trade and finance. HongkongBank. 


The success of HongkongBank in Asia has 
provided momentum for its expansion into 
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` Over the past forty years the 


c REVIEW has remained steadfast in aits 


pursuit of the objective set by its first 
- editor of providing “at any time andi in 


every case, unbiased and dispassionate, 
- factual and balanced reporting.” — 
_. Whatever the events of the next 
` decades, the REVIEW will continue to 
-^ provide its readers with the facts, the 
دیب مین‎ the perspectives and the | 
ee insights they have c come to expect. ee c 
p: : Frank Frame 
Chairman, | 
Far Eastern Economic Review, 
WES Director, B 
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: underpriced i inthe marketplace. —— d. 


The growth and quality ofthe — 


REVIEW is directly attributable tt to the UC 


people whe are part of it. Sm 
Dow Jones has never ever done 
anything other than support requests 
designed to improve the quality of - 
both the product and its human 
resources as well as we could through 


these years. Certainly we have never : 


forgotten Udal's pledge to the 


editorial deje tinent that it would be ` E 


^ forever free. 
۱ Don MacDonald - 


Director, 
"Far Eastern Economic Review, E 
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deeper furrow was ploughed. Finance and banking, i 
tional and individual investment, corporate affairs and cur- 
rencies, the region's many individual®uccess stories, as well 
as its generous share of crooks and confidence tricksters, 
could be brought into sharper focus. Later we were able to 
devote a special section to arts and society — how creative 
minds were responding to the new forms of society which 
were developing. 

Then there is the shareholders’ story. Elsewhere an ac- 
count is given of the REVIEW's birth, as seen through the eyes 
of its first editor, Eric Halpern. It began with a capitalisation 
of HK$10,000 (a sum which has never been increased) sup- 
plied by three of Hongkong's hongs: the Hongkong Bank, 
Kadoories and Jardines (in those days these three held 30% 
each, with the editor holding the odd 1095; unhappily that is 
no longer so), with the backing of a local printer, Carel 
Weiss. In the 1960s the London Financial Times bought a 
25% share from the then owners. 

Unfortunately the FT made the investment with eyes |. 
firmly fixed on the short-term bottom line. Although. 
acknowledging that the magazine was going through à de 
velopmental period, the FT insisted that at least 85% of the 
profits should be distributed and thus some Opportunities _ 
were lost in the real growth years of the late 1960s and early... 
1970s. Nevertheless, the magazine prospered, due largely to 4» > 
the enthusiasm of its general manager, Freddy Wadsworth. 

The advent of profitability and of the FT had a not readily 
visible but nevertheless enormous impact: it ended once and 
for all the sort of niggling pressures to which the first two edi- 
tors had been subjected, as they both relate in these pages. 
The materialism of Hongkong is mostly a 
matter for sneers, but it has its practical vir- 
tues. An enterprise which loses money, 
however gentlemanly an amount, year after 
year, is vulnerable, but the mercantile com- 
munity sensibly leaves a profitable concern 
alone, particularly when the profits grow 
annually — as they have done since the mid- 
1960s. The FT provided a presence on the 
board of directors to whom the other owners 
tended to defer on editorial issues — and the 
FT itself as a newspaper had prospered by 
pursuing both quality and independence. 

By the early 1970s, the REVIEW had be- 
come an interesting profit centre and it was 
known that Dow Jones, the powerful Ame- 
rican publishing group, which, among its _ 
many operations ran the Wall Street Journal, 
was showing interest in acquiring a publica-- 
ton in East Asia, where they foresaw the 
promise of continued growth. Then the 
HongkongBank and Jardines moved as 
- major shareholders, not only of the REVIEW 
but of the local daily the South China Morning Post, buying out 
the Kadoories and the FT. With 10095 of the shares, they sold 
40% and thereafter another 9% to Dow Jones (who, in 1976, 
were to launch a regional publication of their own, The Asian 
Wall Street Journal). 

In marked contrast to the financial myopia of London, 
Dow Jones insisted that there be a moratorium on profit dis- 
tribution for a minimum of three years. 

Then followed the magazine's Great Leap Forward, as the 
funds became available to hire more qualified and experienc- 
ed staffers and as the product benefited from the marketing of 
its new publisher, Chuck Stolbach, his colleagues in the region 
and of Dow Jones itself in the US, Europe and elsewhere. 

All these angles to the REVIEW story would be valid but as 
one of its wisest chairmen, John Boyer, once remarked: “The 
real assets of the REVIEW go up in the lift every morning and 
down in it every evening." The story is best told in terms of 
the people who have worked and who are working for the 
REVIEW. TE. EU | 
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PRESENT INDICATIVE 


here are many ways to tell the story of a magazine. It 

۱ would be possible to stick to statistics recording the 
. W REVIEW's growth from a small weekly mainly preoc- 
_eupied with the view from the South China coast, through the 
years during which it gradually acquired both greater inter- 
“national coverage and acceptance, to the breakthrough into 
the black and so on to its present status with a circulation 
"of around 65,000 and handsome profits every year, thank you 
very much. 
It would be possible also to chart the way in which it re- 
orted and analysed the major events in Asia since World 
War Il. For example, how we covered the revolution in 
China and the subsequent convulsions, the Hundred Flowers 
Movement, the Great Leap Forward and its failure, the Cul- 
ural Revolution, the death of Mao and the 
ntual triumph of Deng. 
There were even bigger themes: Asia's 
ggle for independence and the emer- 
nce from the years of colonialism; the 
ean and Vietnam wars; the rise and 
of the region's leaders; the gradual 
thering of the indigent communist chal- 

€; Japan's transformation into an in- 
strial, business giant, the first of a string 
economic success stories which gradu- 
y transformed the whole of Southeast 
into the world’s premier growth re- 
m, and the dumping of leftwing dogmas 
country after country as they opted for a 
ragmatic pursuit of prosperity. Such an 
proach might fall to the temptation of 
essing all the many times the magazine 
had been right, gently eliding those occa- 
sions when it got things wrong. 
_ A geographical approach would work, 
in terms of how the REVIEW began by con- 
centrating on Hongkong and China; how 
its parish spread to cover the region from Korea in the north 
to Australasia in the south, from Pakistan and the Gulf in the 
west to the Pacific Basin in the east; of how bureaux were set 
up in all the accessible major Asian capitals; how the staffing 
those bureaux was strengthened and expanded (even to 
shington and, very shortly, London) and a team of regular 
intributors from outside the region, in Europe and North 
America, was established, and of future plans to put corres- 
pondents in more cities. Asia could never be viewed in isola- 
ion and its growing impact on other regions of the world will 
demand coverage on a global basis. 
. Or, the story could be told in terms of the magazine’s con- 
tent. The early years would reveal a somewhat obsessional 
nterest with the upheaval in China and the impact this had 
on business fortunes and macro-economic statistics. Then the 
middle years, under the editorship of Dick Wilson, would be 
an account of a continuing attempt, with inadequate resources, 
notonly to widen the coverage but to place economic growth 
its proper political, social and economic contexts. 
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Sound investment advice can be provided best F 
by a major international bank. Its expert financial 7 


analysts and fund managers have the resources x 
to achieve outstanding global results. 


UBS - the resourceful bank. - 
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Singapore 0104 CH-8021 Zurich 


Branch Offices in Asia 


Union Bank of Switzerland 
13th Floor, Gloucester Tower 
11 Pedder Street 

Hong Kong 


For business with the 
People's Republic of China: 
UBS China Desk Hong Kong 
Telephone 5 -233 091, 

David Kan 




























ton since 


ces HM 
es Medi Seeds Fibreb Woe! 
kins -Grounde"” minerals & Ores 
gilik- Egg! 










































t T 
ree 
Kwangsi yps. is regarde aa package? 
years 460 jo? ted in gre 
sid in ised is Olas weight. : ried 
due. Thé Sate, of about 190 j off and cman an 
i pt andra mamon) c which E : 
مد‎ the out of Drv Speco wad ond camia (CES park of a tree A 
ive sang : gror U y China 
extensive’ ely = Tung ol abtained dance in Sout 9 ee ed 
wei. in i á ۱ : de quii vie ۱ tho 
and A gfactufe — in , ed exieus pen 
Cherian ot m tne man oilcioth stone it quart free. and siis export. an 
ing jacquet Ajum ked over W inte Cry ies of 
varn : icai ROOM kiang. cracked g evaporates + ba 
ny io a RE oa paged m water and ST Chinese 
ax it P nye 
grows Seis bearing X n the sun ; ag & OY 
starts aier man hy $ giy ۴ E 
fy sm : oduced. 
art sligh The express (s d$ PT "n mises. 
oy. 2 semi Arsenic onan tit 
are شم‎ temperatis ned  proguet af te H paesa as tincset 
and ata wicker tins de form. Bh ptained from 
ported paper, Kerosene arnet Borax in S, bet vens مور‎ of the 
d in bulk in spe? ig a product Saeposits on the TU 
bs, am the enormous = 
£ n 5. we CHAE 
in Hongk eke ۱ c £e p X 
tg are conducted “ine New is obtained PET og, where i 
Quality ۶ £ test} ane $ of Campbor genous O ange 3 
tne, BIO arit! (worse in Chins which is IP paier, mph 
le Q gpa "t 
ang mes c 
i $$ sever, CO 
TE usually no . outbreak supply. owe? mme she 
ing the years pret we Japan. ively cultivated n. yes 
Pur gie € ۱ ig extent yn more 
large "i cum is و‎ 
dw gwin success yet. stad provinces, bui iia 
ried c) Asia gen over We Cou à rie 
1 ia amos superior uu? 
۱ m ‘South Chin? 
ari B 






dozen bankers and brokers, with a member of the E. D. Sas- m 
soon Banking Corp. as chairman. 

As an Austrian, Halpern suffered none of the more usual 
privations of most Europeans in Asia during the war, and in- 
deed today professes an extraordinary admiration for the Ja- 
panese. (“When I am reborn, I hope I come back to the world 
as a Japanese — naturally as the son of a well-off family, not 
a worker," he once said.) After the war he wanted to re-es- 
tablish Finance and Commerce — but not in Shanghai which, 
it was obvious to him at that time, the Chinese Communist 
Party would eventually control. ۱ 

For various reasons, potential business backers (including 
Sir Robert Hotung, Sir Victor Sassoon and G. E. “Gem” 
Marden, founder of Wheelock Marden), were not ready to 
re-establish the publication in Hongkong. Marden, the last 
chairman of the board of Finance and Commerce, refused to 
allow that name to be used. So Halpern came up with the ad- 
mittedly long-winded title Far Eastern Economic Review — 
Finance, Commerce and Industry. 

In Hongkong, Halpern found enthusiastic backing from 











































is & great trading place and might soon 
also grow into a modest industrial city. 
Business is the overriding interest and 
pursuit here. Nevertheless cultural life 
has prospered in Hongkong, and we 
discern a remarkable thirst for more and 
better education, information and know- 
ledge, and intellectual satiafaction. 





















The present position and potentialities 
of Hongkong justify optimism. Here is 
a benevolent administration of trained 
civil servants who work for the common 
weal under the guidance of one of the 
hest and progressive governments the 
world has seen. Peace, order and 
prosperity under British law are tradi- 
tionally guarded and promoted. Civic 
security is guaranteed. The British 
government stands by with advice and 
assistance if such are required. 


It is in this 
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Given reasonably stable conditions 
for the future, a pep od of prosperity will 
certainly follow. 

















The above statement. appeare 


ement -app d. in the |, 
REVIEW'S first issue of 16 October 19: 

























franca in this part of the world; Siamese 
and Filipino merchants, Chinese and 
Malayan studenta, Japanese and Indian 
bankers, all converse, negotiate and cor- 
With the ascendancy 
of the United Statea over the Pacific area 
the use and understanding of the English 
language will further rise until the fond 
hopes of the late H. G. Welle can be 
realised, and English might become the 
universal medium of speaking and writ- 
ing among modern men. 
anticipation that we publish a Far 
Eastern economic review in the English 


Hongkong is one of the world's 
The importance of Hong- 
kong transcends the mere financial and 
commercial sphere. 
national meeting place of the firat order, 
a "civilisation exchange'' between West 
Propositions of ideas and 
conceptions reverberate from here through 
the whole of the Far East, and penetrate 
even into the chancelleries of the great 
Hongkong has one of the 
world’s busiest and biggest harbours, it 
promises to develop a similar airport, it 
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he first issue of the Far Eastern Economic Review was 
published in Hongkong on 16 October 1946. This week 
marks its 40th birthday. 
The REVIEW was really the bastard offspring of a pre- 
World War II Shanghai publication on finance and com- 
rce owned by Sir Victor Sassoon. At any rate, the original 
dea of founding an economic weekly in Hongkong came 
from Eric Halpern, who had once worked for the Shanghai 
publication, and Karel Weiss, who before the war had been 
agent for the Bata shoe company (both were of Jewish- 
zech origin). 
. They approached Lawrence (later Sir Lawrence, now 
Lord) Kadoorie, whose father as a young man had been a 
'assoon protégé, to ask for his help in setting up the publica- 
tion. They had little money. 
. Halpern was born in Vienna and after graduation joined 
the Neues Wiener Tagblatt. In 1932, when Japan left the 
League of Nations and created its puppet state of Man- 
'hukuo (Manchuria), Halpern accompanied the League of 
Nations’ Lytton Commission, sent to inquire into the situa- 
ion — and decided that one day he would return to the East. 
He did, working in Japan, Hongkong and Shanghai, 
vhere he became editor anc publisher of the weekly Finance 
ind Commerce — Shanghai's only English-language publica- 
ion, founded in the early 1920s by Reuters, later taken over 
'y a group of businessmen, and finally owned by about a 





The above account is based on an article by the Review's first editor. Eric 
Talpern, on the founding of the Review. 





Editorial Statement (1946) 
The purpose of this weekly economic 
_ publication is to analyse and interpret 
financial, commercial and industrial 
"developments; to collect econemic news; 
and to present views and opinions with 
the intent to improve existing conditions. 
Politics and economics being eonnatural, 
it will be inevitable that this publication 
may at times appear io transgress its 
primary objective by reporting on, and 
dealing with, political affairs. 









respond in English. 


At any time and in every case 
biased and dispassionate, factual and 
balanced reporting will be our aim and 
° policy. 
7 We shall concern ourselves with 
Pacific and Far Eastern affairs but Hong- 
kong and China will be prominently 
dealt with. 


The circulation of our economie news 
and reporta will not be limited to the Far 
East but will reach to all parte of the 
world where information on international 
trade and finance is required. 


language. 


leading hubs. 


and East. 


powers. 


The English language is the lingus 
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WHEN YOU LOOK FOR COMPETETIVE BUILDING 


MACHINERY. 


In more ways than one Elematic 
Engineering is a unique supplier of pre- 
cast concrete element technology, 
plants and machinery. By having large 
own factories we know how the plants 
shall work. Our all-go approach means 
that we take action. You are served 
right from the initial planning of your 
project. Together, we determine the 
most efficient solution in terms of 
element design, production planning 
and the type of plant required. 
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ALLGO APPROACH. 


When you want a reliable answer 
to house your ideas, Partek can provide 
the. key. A turn-key approach for build- 
ing systems and precast component 
production equipment. As we call it, the 
Elematic all-go approach. 


ELEMATIC 
ENGINEERING 


CANADA 
VANCOUVER 


Head office 

Elematic Engineering Division 
PO.Box 33, SF-37801 
TOUALA, FINLAND 
Telephone +358-37-291 
Telex/teletex 1037013 pkto 























0 the editors, staff and readers of the Far 
۱ Eastern Economic Review: Greetings and 
congratulations on the 40th anniversary of the 
Far Eastern Economic Review. Your fine periodical 
provides in-depth information and reflects the 
tradition of the free press in one of the most dynamic 
and productive areas of the world. 

Your history — beginning in the wreckage of World 
War II — has paralleled and chronicled the remarkable 
economic and political growth that has marked so 
much of East Asia and the Pacific Rim, thanks to the 
positive, economy-building power that is unleashed by 
free enterprise, low taxes and absence of central 
planning. During the past five years, total US trade 
with the region has surpassed that with any other 
region of the world. 

In this exciting part of the world, information — 
political and social, as well as economic — is essential 
to continued progress. Congratulations on the part 
you have played, and best wishes for many more 
auspicious years. 





Ronald Reagan 
President, United States of America 
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hearing, that the REVIEW had better confine its Hongkong 
coverage to remarks about the weather!) 

The REVIEW, however, always found support from others 
in the bank, from Jardine and from Kadoorie, whe remained 
on its board well into the 1960s — and also from the then gov- 
ernor of Hongkong, Sir Alexander Grantham. 

Halpern says that he was trying to make it clear that the 
establishment of the People’s Republic of China in 1949 had 
ended Hongkong’s era of “monkey business” — of smuggl- 
ing, dealing in drugs, of breaking the laws and trading regula- 
tions of other countries, and that he saw manufacturing for 
export and tourism as Hongkong’s economic future. 

Halpern “retired” at the end of 1958 at the age of 52 — 
since when he has travelled and studied throughout the 
world, in Latin America, the Middle East and Africa, never 
settling anywhere for longer than a few years. Back in 1977, 
he appeared in the REVIEW’s office, dressed in shirt, shorts 
and flip-flops, his leg showing the wounds of a snakebite suf- 
fered in Sumatra and his ankle the traces of a scorpion sting 
received in Dar-es-Salaam. Now in his 80s, he is living in the 
Philippines. Sadly, we were unable to contact him to contri- 
bute to this birthday FOCUS; his energy undiminished, he 
has left on a trip to China. 1 
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Kadoorie, who, in search of a prestigious board (necessary in 
those days for obtaining advertising), introduced Halpern to 
the chairman of the Hongkong and Shanghai Bank, Sir Ar- 
thur Morse, and the Taipan of Jardine Matheson, David 
Landale. Help and backing came from Weiss, who became 
the fourth director, and who later owned the printing press 
which produced the weekly magazine. The four directors 
each put up only HK$2,500 (US$320 at today’s rate), for a 
total capitalisation of HK$10,000. 

The late J. R. Jones (the bank’s nominee), became chair- 
man after publication had begun in October 1946 — with all 
the initial expenses being met by Weiss. 

At about the same time, Jones, former legal adviser to the 
HongkongBank (and former clerk to the Shanghai munici- 
pality), had returned to Hongkong to fight off an attempt by 
the American International Assurance Co. to purchase con- 
trol of the South China Morning Post. So anxious were the 
Hongkong interests to prevent the Americans from gaining 
control of that newspaper that Jones (an erudite, eloquent, 
somewhat druidical Welshman) readily persuaded the bank 
to purchase the newspaper shares. 

Despite the financial power of three of the owners, the 
magazine worked on a shoestring, with no correspondents in 
the rest of Asia. In its early years it came under some pres- 
sure, largely from Morse. He wanted the REVIEW to abstain 
from “controversial” reporting on Hongkong affairs. (In- 
deed, one senior employee of the bank suggested, in Morse’s 





The late Sir Arthur Morse. 
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The Mediaeval Horse Race, the Palio, run annually in Siena 


More than a holiday, it's a celebration of life. 


If you love things Italian wait until you've tasted Michelangelo’s ‘David’ in Florence; sit where 
them in Italy. There’s so much more to love Roman Emperors sat in ancient Rome; point you in 
and life. The fashion, the food, the wines, the music, the direction of the most elegant boutiques.°We’ll also 
the scenery, the architecture, the works of art ۰ give you more direct flights to Rome and help you 
it’s more than a holiday, it's a celebration of plan the best money-saving 'Intermezzo Italia’ tours. 
life itself. But don't just come to Italy. Come to This year, come to Italy with Alitalia 
Alitalia’s Italy. We can show you Romeo and Juliet’s and celebrate life Italian style. For information, 
balcony in Verona; let you sigh on the see your travel agent, or Alitalia for our free 
Bridge of Sighs in Venice; gaze in awe at ‘Intermezzo Italia’ brochure. 


alitalia 





advanced cellular radio-telephone system in the 
world, and Mobira is the Scandinavian market leader 
since 1983. ° 

Mobira can be delivered to meet any standard for 
cellular networks. These light-weight mobile tele- 
phones are ahead of the competition everywhere. 
From Malaysia to the US, Austria and the UK. 

And Mobira equipment is already being delivered 
for the new 900 MHz band. 

Like all Nokia communications equipment, 
Mobira systems are truly compatible. No matter what 
type of telecommunications network you have today, 
it s compatible with Mobira! 

Mobira i IS s base d on the Nokia conce pt of ontrolle d 
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hen it comes to cellular mobile telephone 
networks, everybody wants to vet into the act. 
With systems that are supposed to be the latest 
thing in communications tec hnology. But making 
high- flow claims about a cellular network is one thing. 
Bac king up those claims is some 'thing else again. 

Nokia' as mobile telephone conce pt is c alled Mobira. 
We supply everything from mobile telephones to com- 
plete cellular networks, including base stations and 
exchanges. 

We can back up our claims with the best reference 
installation of all. Mobira helped develop the fully 
automatic Nordic Mobile Tele phone System, now in 
use throughout Scandinavia. NMT is the most 
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Our customers have specie problems urat 
demand specific solutions. Like the systems we ve 
designed over the past two decades in more than 35 
countries, including Hong Kong. Singapore. Indonesia, 
Australia and the People's Republic of China. 

So if telecommunications is one of vour top 
priorities, give us a call. We've got the answer. 


NOKIA 


NOKIA CORPORATION HEADQUARTERS C E O KARI KAIRAMO 

NK! 10. FINLAND. TEL + 358-0 18071 TLX 124442 NOKIA SF TELFAX + 358-0 608027 
NOKIA SE ASIA REGION. DIRECTOR THOMAS ZILLIACUS 

54! ORCHARD ROAD # 0901. LIAT TOWERS. SINGAPORE 0923 TEL 733-8922 TLx RS 50160 NOKIA 


PB 226. SF-0OO1O! HELSI 


growth. Start with the system you need today, and 
expand it as conditions change. The system grows to 
fit your needs— not vite versa. 

WHO IS NOKIA? 
We're a Fortune 50Q company and one of the leading 
industrial groups in Scandinavia. Nokia employs 
30,000 people worldwide and has an annual turn- 
over of USD 2,2 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to public 
and mobile telephone systems. 

We pioneered digital transmission in the late 
1960’s, and in 1982 we installed the first fully digital 


local exchange in Europe. 
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| The Mandarin, Hong Kong. An Asian plinth _ 
We have it on good built upon a 
| authority that we're one of the | Hongkong base 3 





۱ worlds finest hotels. پیات‎ 1 


W hen I first heard in a City of Lon- | 
don pub that there was a magazine | 
in Hongkong called Far Eastern Econo- | — 
mic Review which was looking for a new |. 
editor, I registered interest. I had 
worked four years on the Financial 
Times, but was frustrated when its | - 
editor would not let me move into | — 
foreign coverage. I yearned to apply my. | 
new-found journalistic éxpertise to 
Asia, which had always been the conti- 
nent that most attracted me. "Y 
I got hold of a copy of the REVIEWir — 
London and had doubts. It looked colo- , — 
nial, Hongkong-oriented, heavy on 
stocks and shares and the various mar- 
kets — none of which interested me. 
| But surely it could be built into a kind of 
The Economist for Asia? Maybe Hong- 
kong was a good centre from which to 
carry on an information- and opinion- 
gathering operation. So I went. 

The interests of the then owners in 
the REVIEW were largely confined to its 
not losing money, and keeping its nose 
clean in Hongkong. They were not en- 
thusiastic about extending the cover- 
age to the Subcontinent, but did 
not seem to notice when I did it gradu- 
ally. 

My predecessor left me with little in 
the way of files or library. We boasted 
one assistant editor, four business staff, 
a paid circulation of under 1,500 and a 

deficit. 

| In my first issue (20 November 
| 1958), I tried to reorganise the material 
| and brighten the layout. In my third , ک‎ 
issue I got the three powerful local ad- ` 
vertisers (one was the HongkongBank) | 4 
| off the front cover, which they had | | 
monopolised for years: it took hours of | 
negotiating. In the first two months 
Theh Chongkhadikij, Geoffrey Boland, 
Frangois Nivolon, Buu Hoan, Martin 
Dale and Kazuo Takita opened the list 
of regular correspondents on whom the 
REVIEW came to rely. 

The first problem was the treatment 
of China. "Why do you always say 
‘mainland China’ or ‘communis 
China’?” a Xinhua critic asked me i 
1959. “You don’t say ‘conservative Br 
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tain’.” On reflection I agreed, and 
A member of Mandarin Oriental Hotel Group sımply said China after that. 


| But how to get continuing non-par 
Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin. £ | E h pa ۱ 
Vancouver: The Mandarin. San Francisco: The Mandarin )1987( san coverage in a colony w ere pi 
Bangkok: The Oriental. Macau: The Oriental. .| communism and anti-communism we 


i è 
Peat = 


۳ f 
m 


SS ee nd 






E uH 


E € 


EN CY 


M Ln re 













The Financial Times 
of London is amongst the 
| most revered business papers in 
| the world. And according to its pages, 
The Mandarin, Hong Kong is amongst 
the finest hotels in the world. 

This accolade came on top of both 
the respected ‘Executive Travel’ and the 
forthright “Business Traveller’ magazines 
who independently arrived at the conclusion 
| that The Mandarin is the best hotel in the world. 
Rest assured though that all this flattery won’t go 
| to our head. Indeed, we're inspired to strive even harder, 

in order to live up to our future reviews. 























Singapore: The Oriental (1987). Kuala Lumpur: The Oriental (under development). the only known ositions? I noticed t 
THE MANDARIN Hong Kong: The Excelsior, an associate of Mandarin Oriental y p 
HONG KONG For reservations, call ?The^feading*Hotels of thé?World or your travel agent. 


3 Dick Wilson was the REviEWw's editor from 19 
as — — 
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M y big moment dur- 
ing the years I edit- 
ed the REVIEW (1958- 
64) came when I was in 
Nepal collecting mate- 
rial for a Nepal sur- 
vey and making the 
REVIEW known there. 
I had deliberately cho- 
sen the week when 
Zhou Enlai was visit- 
ing, to give my visit 
an extra dimension. 
L could not follow 
the Chinese caravan 
around Kathmandu, 
but reckoned to catch 
up with it at the final 
press conference. 
This was scheduled 


| 
| 
| 
| 
| 
| 
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| 





for midnight at the old Rana Palace | Chen Yi and 
where Zhou was staying, and I was | beds. Ch 
there on time. It was completely empty, | weight fi 
except for a couple of sleeping Nepal- | looki igd 








time | . Alte 


ese guards, so 1 waited. A long i 
later, Zhou's party arrived: he h 


asked by the world's press to have the | ict r of 





















ed, but once in he made a vigorous c 
tribution, initially editing the Hong- 
kong section. us 

In 1964 I had problems. I wanted to 
return to England for a while for family 
reasons, and laid plans to leave the 
REVIEW. One of my ambitions from the 
start had been to visit China, and those 
had been politely squashed by the 
Xinhua people in Hongkong for o 
five years. Even after Zhou invited m 
I was refused a visa. | 

main they changed their a 
titude, and invited me in ۵۶ 
March 1964. I felt awkward: if I had to 
them I was about to leave the REVIE 
they might not have taken so much tro 
ble over my visit, yet if I revealed ita 
the trip they might feel in some way le 
down. I need not have worried: I wa 
not allowed to see any governme 
ministers at all in Peking. š 

Sung had helped me in those bo 
ing, time-consuming efforts to produ 
figures for the board of directors. 
justify their increasing the cap 
permitting further financial l 
those six years I was not on 
also business manager, ۱ 
graphics artist and designer, lib 
statistician, assistant sub-editor 
proof-reader. . . and in all those ye: 
we lost money. E 





























































conference in the same central govern- | Bernar 
ment building where he signed the | China? V 
Treaty of Friendship, and he agreed. | come: you 
I was the only foreign pressman not | when I sai 
present (I had been chatting up Nepal- | 
ese intellectuals about the monarchy, |. 


——P PA a ایی‎ 


In 1961, M. P. Gopalan joined the 
staff as a slow but tireless sub-editor. 
Nan Nae Bok, A. T. Chandramohan, 
Paul Sithi-Amnuai and S. C. Banerji 
joined our regular correspondents, and 
Ellis Joffe and Carl Green launched the 
pattern for students from US univer- 
sities (often with an Asian language), to 
spend part of their field-study year in 
our office. 

I had long wanted to create a Hong- 
kong section to keep the relatively 
parochial preoccupations of our host 
city tucked away from the more serious 
and significant continental questions. 
We finally launched this at the end of 
1962, and in early 1963 the REVIEW 
achieved the format it had been struggl- 
ing towards — four clearly defined sec- 
tions of regional stories (which could be 
economic or political). longer feature 
articles, business stories and the Hong- 
kong section. 

Meanwhile, on my first long leave 
in London, I met a Welsh journalist 


because they did not like his marry- 
ing a Japanese, and now wanted to 
key into the Far East using his skills 
acquired doing an earlier spell with 
Reuters. 

I will not reveal the measly sum for 
which Derek Davies was initially tempt- 





they saw the REVIEW as a stepping | 
| who had left the British Foreign Office 
satisfaction. I just hoped to keep them | 













ters man, Kayser Sun 
the only local Chinese reporting on the 
first textiles battle between Lancashire 
and Hongkong with detachment and re- 
` gard for facts. 3 

I wooed him away and once he be- 
came the deputy editor, I felt safe on the 
China issue. I developed in the edito- 
ials and columns the notion that the in- 
ig difference between com- 
| and capitalism was not their 
but their methods of moder- 
ng on the ground. 

In May 1959, a young classicist grew 
tired of working in the "difficult" cities 
to which the Chartered Bank (as it then 
was) insisted on sending him, and asked 
to join us: I could offer him only a pit- 
tance, but he settled in. I now see P. H. 
M. Jones, with hindsight, as a pillar of 
4| the REVIEW, always ready to do a useful 
<i *editorial in my absence, or tackle some 
new topic like the Sino-Indian border 
war, the Cambodian economy or deve- 
lopments in the remoter regions of 
China. 

"^ In 1960, the REVIEW achieved its 

first important contact with China in my 

impromptu interview with premier 
Zhou Enlai in Kathmandu. But that led 
to nothing, and my real satisfaction in 
Nepal was to have written and pub- 
lished the world's first comprehensive 
survey of that kingdom. 

When I asked the relevant ministry 
for the latest foreign-trade figures, they 
reached into a desk drawer and drew 
out doubtfully a dusty carbon copy of 
the figures typed over two pages on an 
erratic old-fashioned tvpewriter. "It's 
our last copy," the official said, but 1 
grabbed it for dear life and published 
it. 


ng, was about 




































































K. Krishna Moorthy, Thomas Chan, 
Ronnie Abayasekera, Shams Siddiqi 
and Bernardino Rosquillo joined the 
list of correspondents in 1960. Bernie's 
first story for us was The Future of the 
peso — and he is still writing it, 25 years 
ion. We moved to Windsor House and, 
"as the magazine gradually expanded, 
along with the advertising and circula- 
tion, | found myself writing more and 
more items for each issue — on occasion 
as many as six. 

The REVIEW acquired a truly reg- 
ular, steady and tempered China cover- 
age when Colina MacDougall joined at 
the end of 1960: if her husband had not 
been working in the Hongkong Govern- 
ment, we would not have been able to 
afford the salary she would have needed 
and deserved. 

Throughout those years, I was hiring 
people for almost nothing because 


stone and as a rare source of intellectual 


with tiny raises and freebies (the first 
civilian jetliners were out and the air- 
lines had frequent inaugural flights 
for press guests), and by helping them 
get stringerships for rich American 
magazines. 










و و ازج ar‏ هروس ما اه مب سر مج سید bini‏ 








congratulation from the governor, Sir Robert Black, the 


اب 





prime ministers of Japan and Malaya, the minister of food 
and agriculture of India and the executive secretary of the 
UN Economic Commission for Asia and the Far East. And it 
celebrated the event in, I think, the Gloucester Hotel, with 
the colonial secretary, Claude Burgess, in attendance. About 
200 guests were received. 

By that time the REVIEW's activities had already ex- 
panded somewhat, as it had won a commission from the 
Hongkong Cotton Merchants’ Association to compile a vol- 
uminous annual. Then came the Golden Guide to South and 
East Asia, the Asian Textile Annual, the Hongkong Register 
and the China Trade Report. A yearbook had also been 
started, the first being for 1960, and it continues — with very 
considerable improvement — to this day. 

To me these various publications seem to be old friends, 
since I was deeply involved with them in both an editorial and 
a business capacity. As managing editor and general man- 
ager from 1964 I was responsible for management policy and 
shared the editorial functions. One of my tasks was to replace 
some of the old overseas representatives with more modern- 
thinking people. Sometimes indeed I had to train their 
staff, especially in the field of advertising and subscription 
sales. 

With more income the REVIEW was able to engage more 


people to develop it both editorially and commercially, some - 


of whom still contribute to its pages. A notable recruit, to- 
wards the end of 1960, was Colina MacDougall, whose name 
still appears at the head of articles on China in the Financial 
Times. Another, a little later, was Robert Tung — sub- 
sequently introduced by yet another, Harald Munthe-Kaas, 
to an academic career in Copenhagen. Then came the sari- 
clad Alexandra Close, later the consort of a well-known 
academic in the China field, Franz Schurmann. and Andrew 
Nathan, now professor of political science at Columbia 
University and married to the author of a work on Jiang 
Qing. 

Among the outside contributors at this time were many 
distinguished members of Hongkong University: Dr E. F. 
Szczepanik, author of the Economic Growth of Hongkong, 
Prof. E. Stuart Kirby, an old China hand, Dr Ronald Hsia, 
Henry Lethbridge, Alex Josey, author of a biography on Lee 
Kuan Yew, K. Krishna Moorthy, the unsinkable Francois 
“ivolon, Bob Leary — both now of Bangkok — and many 
many more. 

No wonder, one might say, the REVIEW flourished, and 
as we know its present staff and contributors are in no way 
inferior to those of the past. So undoubtedly the best is 
yet to come, and here at least the future gives no cause for 
alarm. o 
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hen I joined the REVIEW in July 1959 its 13th birth- 
day had already come and gone, so | am in a fairly 
good position to talk about its old guard, though not 
recisely its oldest guard, such as the first editor. Eric Hal- 
rn, and Richard Ying and Walter Hanming Chen. Thev 
e before my time. 
I was persuaded to join the REVIEW by the second editor. 
ick Wilson, with whom I had been competing fiercely as a 
eporter of the textile scene, he for the Financial Times. 
or Reuters. It was thus that we got acquainted, and came 
ventually to discuss the possibility of cooperation. He 
eded new people to help with the task of transforming the 
-EVIEW into a modern publication, one which he had under- 
dd immediately on his arrival in the seat of power in late 
OS; a 

After much discussion I was seduced by the prospects of 
Success that he painted in glowing terms, especially at 
3011۵11 parties. I had to give fairly long notice to Reuters, 
er having been with them for 12 years, working in Nan- 
jing, Shanghai, Canton and Hongkong, and which I was 
naturally sorry to leave. However, I feit the lure of a new 
challenge. 

At that time P. H. M. Jones and K. P. Pillai had just 
Joined the REVIEW's editorial staff. Also on the staff was the 
arming Eileen Giles — described as company secretary 
, in my recollection, mainly engaged in writing articles on 
ihlights,and other products of Hongkong's burgeoning 
ight industry. 

I was introduced shortly afterwards to the board. 
of which J. R. Jones was then chairman. Hugh Barton 
and Lawrence Kadoorie, now Lord Kadoorie, were direct- 
Ors, representing respectively the Hongkong Bank, Jar- 
dines and the Kadoories, who held equal shares in the ven- 
ure. 

For its 15th anniversary the REVIEW obtained letters of 











Kayser Sung was deputy editor of the Review from 1959, and its managing 
editor 1964-66. 
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impact on the fest of the world. 
Furthermore, significant changes have 
been taking place in the political and 
economic frameworks of the 
international community, including 
the Asian region. 

This is why we are firmly 
determined to make our best efforts to 
promote, from a global perspective, a 
further internationalisation of Japan 
and to strengthen our cooperation with 
other nations. 

It is from this standpoint that we 
highly value the role which the Far 
Eastern Economic Review has been 
playing in promoting understanding 
between my country and the rest of the 
Asian region. 

In conclusion, I wish to express my 
sincere hope for the continued success 
of the Far Eastern Economic Review. 


Yasuhiro Nakasone: 
Prime Minister of Japan 


Philip Bowring, David Bonavia, our China expert, Ron 
Richardson, our business editor-elect, Michael Bishara, our 
deputy business editor, Michael Westlake, now our transport 
and communications correspondent. There was also Ho 
Kwon Ping, who after heading up our Singapore bureau in 
the 1970s and who was arrested and spent a period in prison, 
completed his academic studies and then rejoined the 
REVIEW for a stint in Hongkong as economics correspon- 
dent. Others (whom it would be invidious to mention) indi- 
cate that they regret they had ever left. 

Bonavia was one of the first real “finds.” An able jour- 
nalist (he had worked for Reuters) and a writer with real 
style, with an incredible command of a string of languages 
(including Chinese which he had studied at Cambridge), he 
was — incredibly — working for the Hongkong General 
Chamber of Commerce, answering trade inquiries posed in 
French, German, Swedish, Italian and half a dozen other lan- 
guages. As well as working for the REVIEW, Bonavia filed to 
The Times of London. It would be libellous to imply that his 
articles were in any way better informed because his 
girlfriend (now his wife and an author in her own right) at 
that time worked for the local political adviser; Bonavia 
wrote splendidly. 

After Hongkong's version of the Red Guards, brandish- 
ing the little red book of Mao’s thoughts had chanted and 
surged outside the wrought-iron gates and well-manicured 
lawns of Government House, Bonavia wrote a lead which 
went something like: “Today the worlds of Mao Zedong and 
Somerset Maugham came face to face, and both retired baf- 
fled.” Not surprisingly The Times offered him a staff job — 
correspondentships first in Saigon, then Moscow and then 
Peking. Today with several successful books under his belt. 
he is back with the REVIEW. 

Most of the editorial staff joined the REVIEW as experi- 
enced journalists but there were several serendipitous 
"finds" who learned the craft with the REVIEW. Nayan 
Chanda (now our Washington correspondent) began writing 
for the REVIEW directly after Southeast Asian studies in 
West Bengal and Paris. Ian Buruma, a Dutchman fluent in 
Japanese and Chinese who had freelanced in Japan and Lon- 
don but who had chiefly occupied himself with film and 
drama while he wrote two books on Japan, now edits our 
ARTS & SOCIETY section. Guy Sacerdoti (industry correspon- 
dent) started writing for us from Indonesia, after a couple of 
years in that country as one of the US Volunteers in Asia. 

Robert Delfs just happened to call the REVIEW's Tokyo 
bureau late at night in 1981 to tell his friend Tracy Dahlby 
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would like to extend my heartfelt 
i congratulations to the Far Eastern 

Economic Review on its 40th 
anniversary of publication. 

Over the past years, the Far Eastern 
Economic Review has provided its 
readers with a continuous flow of 
timely and informative news and 
comments about what happened or 
was going to happen in the world, and 
in particular, in Asia. Thisénformation, 
I believe, must have contributed to 
facilitating the reader's understanding 
of the surrounding world. 

With the deepening of 
interdependent relations among the 
nations of the world community, 
political, economic and cultural 
development in one country or region 
must exert an increasingly important 
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THE REVIEW'S REAL ASSETS 





The symphony is 
put together by 
many soloists 


By Derek Davies 


A 


n editor's job can be compared to that of a conductor 
trying to make an orchestra out of the heterogeneous 
bunch of soloists (not to say prima donnas) who make 
up the staff. But the image does not really work, for no one is 
interpreting a score, or an editorial policy. 

The REVIEW is, first and foremost, a writer's magazine. It 
does not strive for the authoritarian anonymity of The 
Economist or carry the multi-bylines of a news magazine. 
The identification of named correspondents, mostly based in 
the countries on which they are writing, is the foundation of 
the REVIEW's authority. We are in effect saying to our read- 
ers: "This is the situation in, say, Indonesia as reported and 
interpreted by this man or woman." 

We are, therefore, by implication saying that we trust the 
writer's judgment and accuracy; that he or she must stand up 
and be judged by what he or she writes in the country in 
which it was written; that, while of course we have exercised 
our proper editorial functions (suggesting stories, deciding 
priorities, allocating space, questioning and/or demanding 
clarification), we are not the sort of publication which puts 
people into the field only to ignore their judgment or to re- 
write heayily their reports and views. The REVIEW therefore 
cannot afford to employ anyone in whom it cannot place such 
trust, anyone whose writing cannot stand up to critical 
scrutiny week after week. 

An editor's first duty is thus to bring together the best pos- 
sible team of writers and he probably gains the greatest job 
satisfaction in spotting and hiring real talent. Of course. he 
makes mistakes; of course, some of the best will move on to 
new pastures . . . and there is satisfaction, then, when he or 
she returns to the fold. Many have done so — deputy editor 





Derek Davies has been editor of the REvIEW since 1964. 
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ment bonds and mortgage credit bonds - not 
to mention the new animal: Eurobonds in 
Danish Kroner. All commanding a high degree 
of security. 

Copenhagen Handelsbank is the lion in the 
Danish financial arena that keeps an ever 
watchful eye on the market to sense its mood, 
spot its moves, and select its choicest paper. 





HANDELSBANK 


Hong Kong Representative Office: 4512 Connaught Centre, 
Connaught Road Central, Hong Kong, Telephone: +852 5214540 
Telex: 86929 CHBHK HX. 

Tokyo Representative Office: Yurakucho Denki Building, 

North Room 613, 7-1 Yurakucho 1 Chome, Chiyoda-Ku, Tokyo 100, 
Telephone: +81 03287 2081, Telex: 222 3474 CKSBKS J. 





on the Danish Lion 


In the resurgent Danish economy, as reflected 


Danish design in banking 
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Invest with the Danes. 


in a steady Krone and the attractive yields on 
Danish bonds. 

Invest with Copenhagen Handelsbank. 

In the professional service of the bank, as 
reflected in its placement of your funds 

in profitable Danish bonds, such as govern- 


-OPENHAGEN 


d Office: 2, Holmens Kanal, DK-1091 Copenhagen K, 
rk, Telephone: +45 112 86 00, Telex: 12186 COCO DK. 

Singapore Branch: 10 Collyer Quay Units 12-02, 
Building, Singapore 0104, Telephone: +65 532 7000, 
Telex: 28899 COCO SI. 
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and disturbed the whole city 


FRANCOIS NIVOLON first 
wrote for the Review 
almost three decades ago 
from Saigon where, until 
the end of the Vietnam 
War, he covered 
Indochina for Le Figaro. 
Today he still writes for us 
from Bangkok after trips 
back to his old haunts. 


Rushing to press 


young journalist based in Saigon for a French dai. y, Le 

A Figaro, I paid my first visit to the REVIEW, then locat- 

ed in Queen's Building — a decayed colonia! structure 

— in mid-November 1958. I met the young editor, who had 
taken the position a month before, Dick Wilson. 

The office was small, not well-furnished, and the staff was 
minimal: a British assistant, an Indian in charge of the layout 
and two lady typists, one Chinese and one Indian, each typ- 
ing with two or perhaps four fingers. Humphrey McNair 
Jones soon joined the team as research director. I was hired 
to do a weekly piece on Vietnam, Cambodia or Laos. The 
first piece, Free exchange in Laos, was published in De- 
cember 1958. 

My congenital laziness made it very difficult (and still 
does) for me to meet a deadline: I start writing as late as pos- 
sible. Thus, the deadline of my 9,500 words for the Vietnam 
and Cambodia sections, requested in July, for the 1967 Year- . 
book was 2 November. I started writing on 31 October, - 
late in the evening, completed the material on 2 November, 
at 6 a.m., and rushed the articles to Air France's office in . 
Saigon at 8:30 a.m. The flight landed in Hongkong at 2 p.m., 4 
the pilot made a phone call to the REVIEW, and my contribu- 
tions were received at 4 p.m. | 3 
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Vietnam's Trade Falls 
By Fraegois Nivelon 
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e in Washington, only to have me answer the phone (1 
as filing a late-night story) telling him that the REVIEW was 
terested in a China-watcher. Not least was Susumu 
wanohara, now our regional editor, who had a degree from 
Okyo University, a doctorate from Yale in economics and a 
ient command of Chinese. Like the others he had no jour- 

nalistic experience, and when he joined in 1973 represented a 

of a gamble. He has since headed the REVIEW bureaux in 
okyo, Singapore and Jakarta. 

-There were other names and other successes, some of 

hom have moved on and who have generously reminisced 

out their REVIEW days in these pages. There are others 

10 will never return: Koji Nakamura, for many years our 

0 correspondent, business writer Andrew Davenport 

se detective work is recalled elsewhere in these pages); 

il Peiris, who was the REVIEW's regional editor from 
73-79. when he moved on to become editor of South and 
10 suffered a fatal heart attack last year. Joss, the car- 

ust; old Ramjahn the chief proof reader, Kassia Hamid, 
arian, business writer Paul Wilson, killed in a tragic 
orcycle crash. Neil Davis. . . the namescome crowding back. 
And the ghost of our Falstaffian columnist, Richard 
ghes, still haunts many memories. "To absent friends," as 
would toast. 

Above all there is today's team, listed on the REVIEW's 

d masthead. 


a magazine is the sum 
Jal of its assets, and 
s main assets are people, 
tory is best told by peo- 


Apart from coming across 
- publication during a 
in Vietnam in the late 

. my first real contact 

| the REVIEW was when 
‘then editor, Dick Wilson, 
ited the Foreign Desk on 
Financial Times in Lon- 
n, in 1962, asking if they 
ew of anyone who would 
lling to come to Hong- 


“Try the plump fellow sans over there by the radiator," 


eone said — so I took a walk down Fleet Street with Wil- 

nd saw the chance of going back to Asia with my by-now 
nant Japanese wife as the heaven-sent opportunity it 

ed to be. Later that year, we flew to Hongkong, stopping 
route in Japan, where I met my in-laws for the first time, 
hizue produced our first-born and I had my second con- 

t with the REVIEW: a meeting with Kayser Sung, then the 

y editor. Rather forebodingly, he told me I must be 

red to work hard. He was right. 

of my favourite memories was the first stories I ever 

for the REVIEW from abroad, on 12 March 1964. I was in 
ngkok which was a-buzz with the scandal surrounding the 
tested Will of the recently deceased Thai strongman, Mar- 
ial Sarit Thanarat, whose first wife and first son (he also 
ad numerous concubines including a large proportion of the 
cent Miss Thailands) were squabbling over his consider- 

bie fortune. 

- It was the classic case of not seeing the wood for the trees; 
ie story had not been written in the foreign press. I wrote, 
sibly in more brutal terms than I would write today: “The 
ky corpse of the late Marshal Sarit, folded into a foetal 
position, is at present decomposing inside a large sealed gold- 
Turn in one of Bangkok's many temples . . . but though the 
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fine wines, and more. It’s the business class - 
é 


that gives the travelling businessman the — 
prestige he deserves. ° 1 

Next time you're flying over to the ۲ 
United States, look into Korean ۰ , 
We've got the service, and the schedule, ۱ 


you ve been looking for. 


KSREAN AIR 


WE'RE HONORED TO SERVE YOU AROUND THE WORLD. 








Plus, every flight to Los Angeles and 
New York offers the comforts of Prestige 
Class — extra-wide seats, priority check-in, 


Seoul 


® New York 
f Taipei سے‎ f Los Angeles 


Bangkok , " 
R Hong Kong Tokyo Honolulu 


Kuala Lumpur Manila 
Singapore 


You can get convenient connections 
tothe U.S.A. on Korean Air from all these 
Asian cities. 


Korean Air now flies to the U.S.A. 
35 times a week from Seoul. And, of 
course, there are convenient connecting 
flights from all major Asian cities. 

Now there are ten non-stop flights a 
week to Los Angeles, and four direct 
flights. Seven non-stops to New York, 
and three direct flights. No other Asian 
airline flies there more often. And a total 
of eleven flights a week to Honolulu. 
There's a non-stop flight there everyday. 


of women's role at that time with no trace of bitterness. | 

And never far from mind, theJate M. R. Sivaramak- | 
rishna, whose flat on McDonald Rd — its door always open 
— I imagined as an Asian counterpart to European salons 
with none of their pretensions, an anchor for many of the 
territory's displaced souls. 

Derek was the driving force at the REVIEW, taking the 
magazine over just as the Vietnam War engulfed the region 
and only a few years before the Cultural Revolution would 
engulf China. For Derek only one thing counted after a cen- 
tury ofamuddy political upheavals: whatever improved the 
economic quality of people's lives. His single-minded vision 
shaped the REVIEW through three decades of growth, from a 
drab if respectable dowager of journalism to a magazine of 
flair and panache. His was, of course, the ethos of Hongkong 
— and has now become the ethos of the most formidable eco- 
nomic region in the world. 





NARAYANA PILLAI — 
"Nanappan" in other 
words — was a guru with a 
flashing smile, one of a 
long string of Keralans 
who helped produce the 
magazine. Today, resident 
in Bombay, he is the pre- 
eminent writer in his native 
language, Malayalam. 








The Asian angle 


he REVIEW of the late 1960s tolerated not only dissent 
۱ but also the absurd. A violent demonstration by naked 
swamis in New Delhi demanding a total ban on cow 
slaughter, at a time when India was on the verge of famine, 
resulted in a UN Food and Agriculture Organisation expert 
sending the REVIEW a special article advising India's hungry 
millions to start eating beef. 

At the Tuesday editorial conference when this article was 
discussed, I — then the only Hindu on the staff — protested. 
My reasoning was that eating beef could be counterproduc- 
tive: to produce 1 Ib of beef, a cow has to eat 9 Ibs of grain. 
Thus, if beef became the staple diet of Indians, it could lead to 
even worse shortages once all the available cows had been 
eaten. 

Moreover, we Hindus had a right to our fads and supersti- 
tions. The Chinese ate dogs, but the British enacted laws in 
Hongkong which banned that delicacy from local kitchens. 
No one would dare tell the Muslims of what was then East 
Pakistan to try pork. Heated long enough in a pressure 
cooker, the meat of any animal, cow, horse, pig or dog, be- 
comes equally edible, so why advocate cows? 

The editor said I had a point and that an Asian problem 
should not be viewed from an exclusively European angle. I 
was asked to write a rejoinder — as a letter. using a 
pseudonym as I was a member of the staff. This was pub- 
lished under the pen-name Swami Chitprakashanadaji, 
Banaras, and brought angry responses from beef-eating 
readers. 

The REVIEW was even more liberal with personal free- 
doms. My first reporting assignment was to cover the second 
Unctad meeting in New Delhi. Although I did only an 
average job of it, I made the grade elsewhere. I returned to 
Hongkong with a full 35 mm roll of delicious pornographic 
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ALEXANDRA *SANDY" 
CLOSE was a "find" of the 
early 1960s, who China- 

۱ watched for the REVIEW 
until she returned to the 

US with Berkeley 

^ professor Franz 
Schurmann. They now run * 
the Pacific News Service 
from San Francisco. 





Dishevelled offices 


E y memories of the REVIEW begin invariably with 
۱ M Derek Davies, editing my first article, his pen slashing 
E whole pages into a few short sentences. Or dictating 
the weekly editorial every Friday morning, in a frenzy of mo- 
_ tion, to Jenny Cheung. Or careening his motor scooter from 
_ the Davies flat near St Mary's hospital down to the office with 
. meon the back, eyes shut tight. 
Or divvying up the roast beef and spuds Shizue made 
synonymous with Davies' hospitality — reserving his most 
. outlandish put-downs for the American academic who failed 
to pay due deference to the China-watching craft. Or once, in 
 amoment of uncharacteristic chagrin, explaining how the ca- 
. nary I had given the family had pecked its way through a 
_ Christmas-card barrier in the cage and flown away. A few 
days later the bird turned up miraculously on my windowsill. 

Derek involved himself with virtually every aspect of the 
 magazine's seat-of-the-pants operation, yet far from in- 
- timidating us he only accentuated the unconventional per- 
 sonalities who crammed themselves into the REVIEW’s dis- 
- hevelled offices in those years — editors like P. H. M. Jones, 
- who penned (I cannot recall his typing) the REVIEW's au- 
_ thoritative articles on such obscure regions as Albania and 
. Outer Mongolia, yet fashioned himself an expert on the so- 
cial activities of American heiresses. 

Or like Robert Tung, a refugee from China whose intensity 
.— whether laying out copy, assessing political trends or 

gambling — conveyed the fervour of Mao's new man: 
| Nanappan Pillai, who inherited the editorial slot passed from 
_ one Kerala journalist to the next, and played the role of of- 
3 fice clown yet wrote brilliant fiction in Malayalam and pro- 
vided a deeper friendship; David Bonavia, whose zest for 
i writing (he could polish off a 2,000-word story before I had 
. completed a lead paragraph) was matched by his linguistic 
gifts, fast-track nightlife and easy-going charm; and Kayser 
Sung, Michael Woo, Garwood Leung and Michael Tin Htun 
 — only a few of the business staff who ministered to the 
. REVIEW's financial and office needs. 

Encircling this core was a larger REVIEW world peopled 
by journalists, writers and explorers whose camaraderie | 
. have found unmatched anywhere, whether because of the 

sense we shared that we were on the edge of a great drama 
. unfolding in East Asia, or because of the staying power of 
. human relationships that was inherent in the Asian culture 
. that surrounded us. 

A good number were women — Estelle Holt in Vien- 
tiane, Frances Starner in Bangkok, Pat Penn in Hong- 
kong, the late Kassia Hamid who was the REVIEW’s libra- 
rian, all single, self-supporting, living against the grain 
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Hutchison. 


The lifeblood of Hong Kong passes through 
our container terminal — the largest privately- 
owned one in the world. 

Our connections with China are excellent 
and we're developing selective opportunities 
in the vast potential offered by that market. 

So although our roots go back over 100 
years, it's the future where our focus is firmly 
fixed. Our base is Hong Kong. And we know 
Hong Kong better than anyone. 3 

For our Annual Report, which will give you 
a clear insight into our strengths, diversity 
and human resources, write to: A.C. van der 
Linden, Company Secretary, Hutchison Whampoa 
Limited, 22nd Floor, Hutchison 
House, 10 Harcourt Road, Hong ] 

Kong. You'll see why...Hutchison 
is Hong Kong. 


We are in allthe major arteries of business 
in Hong Kong very successfully. And the 
outlook is distinctly bright. 


Think of Hong Kong, and you must think of 
Hutchison. Our interests are broad and they 
ouch every aspect of commerce and life. 

By all means think of Hutchison as a trading 
nd retailing group — we're the largest in the 
rritory. But we are property too and currently 

vesting HK$4 billion (US$512 million) in build- 
more homes for the people of Hong Kong. 

We are also electricity, communications, 

lesaling and distribution, manufacturing, 
rying, concrete and asphalt. And we have 
tantial share in the major English news- 
nd one of the most successful ,hotels. 


LInatahienn Ul maan hicinees in Hone Kono 





to construction, finance and trade are 
helping to create a better quality of 
life both at home and abroad. 

But these accomplishments 
aren't ours alone. 

Through successful partne 
ships with companies like A18 
Hitachi, Siemens, and Caltex, w 
developed a leading edge in so 
today’s most important b 
fields. Through technical e 


Moving in the Same Direction 


Lucky-Goldstar is a U$10-billion 
group of 23 Korean companies 
working in chemistry, electronics, 
and services. 

Today, Lucky-Goldstar products 
and setvices ranging from engineer- 
ing plastics, home appliances and 
fiber-optic communication systems 
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Business fields of Lucky-Goldstar companies: 


j 


Chemistry Lucky, Ltd. ILucky Advanced pe 
Electrics, Electronics & Communications O Goldstar Co., 
Ltd. OGoldstar Cable O Goldstar Telecommunication 
OGoldstar Electric [Goldstar Instrument & Electric 
[]Goldstar Precision UShinyeong Electric Goldstar 
Semiconductor [)Goldstar-Alps Electronics) Goldstar- 
Honeywell Goldstar Magnetech Energy and Resources 
OHonam Oil RefineryL)Korea Mining & Smelting 
Construction and Engineering LJ Lucky Development 
(-] Lucky Engineering Financial Services O Lucky Securities 
(]Pan Korea و با لو‎ Investment & Finance 
[Pusan Investment & Finance Trade and Distribution 

C)Lucky-Goldstar International C) Hee Sung Public Service 
[]The Yonam Foundation ][ The Yonam Educational 
Institute Sports  Lucky-Goldstar Sports 


in Saudi Arabia, and Goldstar of 
America in Huntsville, Alabama. 

Take time to find out more 
about Lucky-Goldstar. Contact the 
Business Development Dept., Lucky- 
Goldstar Int'l Corp., CPO Box 1899, 
Seoul, Korea. Phone (02) 776-6517, 
Telex K27266 LGINTL. 


LUCK Y-GOLDSTAR 


and joint ventures abroad, we're 
working. with our partners to pro- 
mote economic growth and free 
market systems in other countties as 
well as our own. 

Backed by an aggressive com- 
mitment to R&D, our 70,000 em- 
ployees are putting Lucky-Goldstar 
technologies and experience to work 
in such famous success stories as 


Mahajac Electric in Thailand, SABIC 





pinged: "FLASH...C : 1 ead — Peking." 

Understandably there was a stunned silence in the office 
as everyone let the news sink in. Whatever the historical ver- 
dict on Mao, a colossus was dead. I thiak it was Bonavía who 
was the first to react, asking me how much copy we could 
take. That simple query triggered the most exciting and thrill- 
ing few hours in my journalistic life. Both Bonavia and editor 
Derek Davies started writing. “Just keep going,” I told them 
and phoned the manager of our printers at the South China 
Mornirfg Post, the late burly Australian, Joe McGrath, and 
uttered the immortal words, “Hold the front page!” It was 
just like the old black-and-white movie I had once seen. 

Meanwhile, Derek Davies was also on to another SCMP 
manager, who was reluctant to pull extra printers back from 
the beaches and the hills where they were spending the holi- 
day to remake the REVIEW’s pages simply because the chair- 
man had died (it took several minutes to establish that he 
thought we were referring to the chairman of the REVIEW). 
But it was done. We remade the first four pages from the 
Bonavia and Davies texts. We arranged for a full-colour 
eight-page obituary (carefully written and kept up to date by . 
an eminent Chinese scholar — who preferred to remain. - 
anonymous) to be stapled into the middle of the magazine. 
The cover was remade (designed by art director Morgan 
Chua, it featured Mao fading into the skies over Peking's 
Tiananmen Square with the title "The Red Sun Sets"), the 
circulation boys were advised that we had a biggie, and we 
were out on the streets the following morning, beating every | 
other magazine hands down. 

It was a little piece of REVIEW history, the magazine at its 
best, packaged by the adrenalin of a staff totally immersed in 
their efforts to provide the definitive story. I think it worked. 
As the news editor at the time, it was the most exhilarating 
few hours of my journalistic career, something which I look 
back upon with pride. 


JAMES MORGAN, an 
early full-time 
correspondent, covered 
Malaysia with detachment 
and an eye for economic 

and business trends. His 
work was noticed by the 
BBC, and ever since he 
has been economics 
correspondent at Bush 
House. 


A cautionary tale 


n the early 1970s the state of Sabah was governed in an 
| ise manner (do things change much?) by one 

Tun Mustapha. Any mention of Mustapha was always pre- 
ceded by the use of the world “controversial” — a journalistic. 
cop-out designed to ward off libel suits. 

The "controversialness" of Mustapha's government de- 
rived from a view that those who opposed his administration 
were not given a full opportunity to make their feelings 
known. There were also worries about the destination of the 
huge sums of money arising from the salesof the state's forest 
lands. In 1971 there arrived in Kuala Lumpur a man called 
Peter Mojuntin. I still have the article I wrote on that occa- 
sion. It began: "When Peter Mojuntin, Sabah's sole 
ernment state assemblyman outside prison, cai 


ove ها ۸ ۸ هو‎ Ó PEPPER 


ay رف ره دج دعس‎ erar rina a HAAG Peri imis سای سم‎ A و جع‎ mme a 


tos — taken using delayed exposure and high-speed film 
, of course, myself acting in the leading role with a Kera- 
igi whose curves could compete with those of Raquel 

'elch. 

-Į displayed a postcard-size print of the best shot under the 
ss qf my table at the REVIEW's old Marina House office. 
e next morning Derek Davies saw this even before I 

ached the office. He scrawled on a sheet of paper with his 

ide-nibbed pen the “company policy": “Pornography is al- 
wed, but not personal pornography." | 
It was during the late 1960s and early 1970s that the 

EVIEW blossomed into a great magazine and perhaps one 

son was this "new culture" of intellectual liberty. ü 


The wear and tear on chief 
Subs, or news editors as 
we call them, must be 
considerable considering 
the turnover. MIKE 
LYNCH held down the job 
`. during the dramatic late 
1960s, before returning to 
. the more orderly editorial 
_ Offices (and greener golf 
courses) of Scotland. They 


"were interesting times . . . 


t's a fairly rare occurrence for the news editor of a weekly 
magazine to scream down the phone to a printer: "Hold 
the front page!" But I had that exciting experience on one 
Yorable occasion during the six years I spent with the 
IEW. 
Back then the magazine went to bed on Thursdays and the 
y in question was 9 September 1976. Although we were 
‘work, most of the rest of Hongkong was taking the 
lay off to celebrate the Mid-Autumn Festival. Otherwise it 
s an ordinary enough press day. The last few pages of the 
igazine were being worked on in our usual style of or- 
sed chaos. 
Of course, there had been rumours that week — about the 
ng health of chairman Mao Zedong (or Tse-tung, as we 
to spell it in those days). But then there had been 
ries" that China's "Sun" was about to set for several 
ars. Granted that foreign correspondents in Peking had 
n told to expect an announcement . . . but it could well 
n out to be routine news of some diplomatic protest or 
ther. On the other hand, David Bonavia, then the 
IEW's special correspondent for China and East Asia, 
the fegling something was up (some time previously he 
ad had the same feeling, had telephoned Peking and got a 
coop on the devastating earthquake in Tangshan), and was 
‘ying to get through on the phone to Peking. 
> As the 5 p.m. last-page deadline approached the atmos- 
ere in the office became less frenetic. It was winding-down 
e. The final printing "signature" of eight pages was bein 
iciently wound up by production editor Hiro Punwani an 
band of proof-readers and page-makers. Plans were being 
d for the thank-goodness-it's-over-again-for-another- 
‘eek cold beer. Someone was taking the usual collection for 
"People's Bottles." 
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The good things in life don t come easily. Like the smooth, 
mellow taste of Chivas Regal. It takes more work to make it. And to buy it. 
But, as most successful men will agree, it is certainly worth the effort. 
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the power to make major pure 
deci isions sat work, a and the inco 
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income. 

In the U.S. average household 
income measures a whopping $10 

Overseas? You'll find Asian Wa 
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If vou're considering marketing to 
business on a global basis, consider 
the world's only global business daily. 

The Wall Street Journal. 

For every business day, The 
Journal reaches the world's top busi- 
ness people. 

In Asia. In Europe 
East. Just as it does in the 
states. 

Ising a space-based printing 
system that includes two 
satellites and 20 printing 
plants in the United States 
and overseas. 

A system that makes it 


e, Inthe Middle 
United 


possible for global marketers 


to reach top managers in all 
the top markets worldwide, 
all in the same day. 


The Journals audience has 


The Wall Street Jour 
t wor 


Best wishes to Far Eastern Economic Review 
on its 40th anniversary. 
From Dow adi & Company * Inc. and E n Street. 
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much as the political atmosphere heated up in the spring and 
early summer of 1967. Violent incidents involving foreigners, 
become more frequent, and with Reuter's Anthony Grey 
locked up, the small handful of correspondents also became 
more cautious. But our job was to observe and file, and that 
meant moving about. 

In the search of some revolutionary flavour to add to my 
stories, one oppressively hot July evening I got a lot more 
than I had bargained for. A Swedish diplomat, a Canadian 
colleague and I got too close to one of the big anti-Liu Shaoqi 
demonstrations on Tiananmen Square: spotted by some Red 
Army soldiers in a Jeep we were forced to stop. 

Before we knew it, we were surrounded by a furious crowd 
of Red Guards, shouting revolutionary slogans, rocking our 
Volkswagen violently, hammering the sides and roof, and 
doing whatever they could to get at us behind closed windows 
and locked doors. With things clearly getting out of hand, the 
increasingly nervous soldiers managed to clear a way for us to 
drive on — but not for long: we were stopped again by an 
even more violent mob after only a few hundred yards. It 
took a long time before the People’s Liberation Army inter- 
vened again, and the attacks became even more vicious. 

Eventually a consensus developed between the PLA and 
the masses to bring us to the Foreign Ministry in the old Lega- 
tion Quarters a few blocks away. But the guards outside the 
gate blocked our entry, and within minutes we were again 
submerged in a sea of youngsters, this time egged on by the 
most violent faction of them all — the Red Guards from the 
Foreign Languages Institute. 

Within minutes the windshield and windows were broken, 
we were covered with splintered glass and saw the roof of the 
car coming down on us. Someone pulled me by the hair and 
tore my shirt to shreads, attempting to drag me out of the 
shattered front window while others were trying to pull the 
Swede out through the broken back window. All the time we 
were showered with spit and incessantly hit with fists and oc- 
casionally with belts, as the masses shouted anti-imperialistic 
and anti-revisionist slogans. 

We can only thank our few heroic protectors from the 
PLA for coming through the ordeal without major injury. 
After what seemed like hours, the severely damaged car with 
us inside was finally pulled and pushed to the Public Security 
Bureau close by. The demand of the *masses" was that we 
should be tried and punished as spies. After perfunctory 
questioning the somewhat embarrassed public security offic- 
ers decided that the best solution was to get us out of the way. 
As we were taken out the back gate lying flat on the floor in 
two police cars, we could hear the “masses” down the road 
shouting for us to be brought out. 

Shaken, but relieved, I was dropped outside my hotel 
from where I had started out almost six hours earlier, in 
search of “revolutionary flavour.” I had got more than I bar- 
gained for. O 


23 OCTOBER 1986 ۰ FAR EASTERN ECONOMIC REVIEW 


Lumpur in mid-February he opened a new page in Sabah’s 
history and perhaps Malaysia’s too.” Mojuntin came to 
establish a new political party — the Union of Sabah People’s 
Party. 

Mojuntin met a number of “Western correspondents” 
and made a vigorous, off-the-record speech about human 
rights*and the need for democracy. We went off feeling that 
here was a cause we could get excited about. I immediately 
ran into Tan Sri Ghazali Shafie, then minister of information. 
Ghazali Shafie asked me what I thought of Mojuntin and I 
gave the kind of answer that ight have been expected. The 
minister roared with laughter and said: *Mojuntin will sur- 
prise you yet." I took no notice. 

A short time later the young democrat had joined Mus- 
tapha's government, the Union of Sabah People's Party 
totally forgotten. | 

Years later I was sorry to hear that Mojuntin died in the 
air crash that killed a number of Sabah leaders. By this time 
he had joined the opposition Berjaya party which had just 
won the 1976 election. Mojuntin had taught me lessons that 
no "Western correspondent" should ever forget: beware of 
the man who speaks your language; listen carefully to the ap- 
parently incoherent ramblings of the peasant, and remember 
that a man who is a government minister can also tell the 
truth. It was with great pleasure that I heard, years after that, 
that Ghazali Shafie had survived an air crash. O 


In 1965 the Review gained 
from Scandinavia’s desire 
for better coverage on 
Asia and HARALD 
MUNTHE-KAAS first 
appeared on the 
masthead. He went on, 
with Chinese wife, to 
academia, to TV, to 
government service... 
always with the 
determination he brought 
to covering China. 








Flavour of revolution 


eking in 1966-67 was a city under “siege.” In the span of 
2 half a year or so, 11 million Red Guards descended on 

China's capital “exchanging revolutionary experi- 
ences." 

At the height of the invasion, 3 million visiting youngsters 
in the city streets brought the huge metropolis to a virtual 
standstill. Initially they were quite friendly to the rare for- 
eigner who dared enter into their midst, but as autumn 
turned to winter and spring, they became more hostile. A 
thoughtles$ attempt one day to photograph one of the 
hundred of portable toilets that had hastily been provided for 
the Red Guards at central locations around the city almost 
got me lynched. Only some fast talking and even faster 
bicycling allowed my to escape into the International Club — 
then located in the old Legation Quarters — with the crowd 
of angry 14 and 15-year-olds uncomfortably close on my tail. 

China's friendly relations with the Nordic countries from 
the first days of the people's republic can best explain how I 
at this time was allowed to establish myself with the coveted 
Peking dateline. But even a good nationality did not help that 
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- Lord Byron, 1821. 





























the Trans-Asian Express, via Tashkent to 
Bangkok and Singapore. 


During the 1970's SAS built up the 
world's largest DC-9 fleet outside of the 
United States and entered the Jumbo jet era 
with the Boeing 747 and the DC-10. 


A new era of deregulation and cut-throat 
competition turned the airline industry into 
one of the world’s toughest. We dug into our 
past, to find strength for the future. 


SAS's heritage is a matter 
of record. We led the way in 
pioneering airline operations. 
We led the way in technical 
development. We led the way in 
market-orientation and service. 
'* Most important of all, we recalled 
the original inspiration of our founders: 
To serve the business traveller. 


in 1981 we rededicated our entire 
group resources to this original goal. To 
become once again the businessman's 
airline. 


This year over 90 jetliners and nearly 
0,000 group staff will move 11 milion 

passengers and 150,000 tons of cargo and 
mail across our network spanning some 90 
cities in 36 countries. 


But we are no longer simply an airline. We 
are now a travel service company. Committed 
to taking care of our customers from the 
moment they leave their homes = — 7 
or offices until the time رصن[‎ 
they return. 


The principie behind 
today's SAS is simple. 
We're making it easier for 
people who travel on business. 


.. PROPHET 0 
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It was 1946. That's when SAS was born. 
A unique example of international cooperation, 
between Denmark, Norway and Sweden. The 
War was over. Much of the world was in ruins. 
But hope for a better future had been rekindled. 
Borders reopened. People could get together. 


Flying became part of this new world, but 
it was still considered an adventure. There 
were no pressurized cabins; we handed out 
chewing gum instead. 


in our first year, SAS carried some 
21,000 passengers and 300 tons of 
cargo and mail with our fleet 
of seven DC-4s and a staff 
of 1,100. 


We were pioneers. 
We worked side by side. 
We had fun. It was the best of 
times. It was our Age of Heroes. 


Right from the start SAS 
assumed a leadership role in the 
world of commercial aviation. 


in 1954 we inaugurated Polar shortcut 
services between Europe and the US West 
Coast. it was hailed as ‘‘the first new 
commercial route in a thousand years." To 
conquer the North Pole, SAS developed new 
navigation systems, the Polar Path Gyro and 
the Polar Grid Chart, as well as new 
applications for weather radar. 


In 1957 SAS launched the North Pole 
shortcut to the Far East. Travel time was 
slashed from 52 to 27 hours, and later 
shaved to just 16 hours when the DC-8 jets 
arrived in 1960. 

We were the first to fly Caravelles 


commercially, the first in the world with 
computerised check-in and the first to open 
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H. M. Ers 
President of Bangladesh 


Pyongyang. It was pure pleasure to stroll unescorted and ig- 
nored from the Hsin Chiao Hotel directly through the old 
embassy quarter to the temporary home of the one-time god- 
king of Cambodia. There, I left a note requesting an inter- 
view. I never had much luck with the telephones. 

There was not much time for a get-together, I explained 
apologetically in my note, because I had to be back in Hong- 
kong within a couple of days. The chief correspondent of the 
REVIEW had other things to do besides gadding about inac- 
cessible corners of Asia chatting up ex-heads of state. The 
time was, however, ripe for a fresh Sihanouk declaration of 
his increasingly promising prospects. I reckoned it would 
make a good, full column. 

The diplomatic calendar must have been exceptionally 
empty that week, because a messenger arrived smartly at the 
hotel a few hours later with a reply from the Chef de Cabinet 
inviting me to meet the prince at 10 a.m. the next day. 

There he was, dead on the dot. ushering me in with his 
usual disarming courtesy. White uniformed attendants 
broached a bottle of Shandong champagne while the prince 
prattled on about the arcane cookbook he had composed 
(and the Chinese proposed publishing), on conjuring 
French-style cuisine from local ingredients. There was an 
especially good recipe for coq au vin utilising that sweetish 
red wine circulated at Chinese banquets which was always 
left, untouched, in the glass. La plume de sa tante played 
some part in the project, I have always suspected, because 
the prince, a noted gourmand, did not do much cooking him- 
self. His great aunt supervised the work in the kitchen. 

The time came for our interview. I deployed my tape re- 
corder and faithfully preserved the Sihanouk discourse. I 
think I still have the tape around somewhere. The gist of it 
was unsurprisingly predictable. The Khmer Rouge were 
poised on the brink of victory, as indeed they were, though 
the fall of Phnom Penh was still a year away. But from now 
on, all would be sweetness and light. 

The prince confirmed what everybody had guessed — that 
his personal role once the Lon Nol regime was overthrown 
would be entirely titular — but he breathed no criticism of 
the scarcely known, virtually faceless creatures who com- 
manded the Khmer Rouge guerillas. 

I turned off the tape recorder, quaffed another glass of 
champagne and sat back for the concluding round of small 
talk. But apparently the business was not concluded. The 
prince sat down beside me on the sofa, took me by the hand, 
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peace has simultaneously gained 


The rise of Asia signals a new 
course of history. The world has 
already started to look to the East and 
the 21st century may well belong to the 


As the world's premier publication 
on Asian affairs the REVIEW has all 
along truthfully chronicled Aeian 
drama, and no serious reader of Asian 
affairs can afford to ignore the 
REVIEW. It has been a true replica of 
the mosaic of Asian culture. 

As Asians step into the next 
century, the REVIEW will have an 
increasingly important role to play. 
With its record of objective 
journalism, I am sure it will prove 
itself equal to the expectations of the 
new generation of Asians. 

On behalf of the 100 million people 
of Bangladesh and on my own behalf, 
I wish the Far Eastern Economic 
Review all success in the days ahead. 
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ompletion of four decades on 
the part of a news magazine of 
Asian context is no mean feat 
and ۲ take this opportunity to extend 
my warm felicitations to the Far 
Eastern Economic Review for earning 
the Faurel. 

The past 40 years have been very 
eventful and tumultuous for the 
continent of Asia. There have been 
wars and upheavals, pains 0 
sufferings, destruction and 
devastation. Yet there has also 
been synchronisation of advancement 
and reconstruction symbolising 
mankind's undaunted spirit and 
refusal to accept defeat. The contour 
of the Asian scenario has thus 
undergone radical metamorphoses, 
resulting in the emergence of 
many new nations shaking off long 
colonial bondage. The quest for 





Asians. 
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When, with more 
generous editorial 
budgets, the REVIEW was 
beginning to set up its 
network of bureaux, we 
needed a man with field 
experience and 
knowledgeable in running 
teams of correspondents. 
RUSSELL SPURR, as the 
REviEW's deputy editor, 
brought these qualities to 
the job. His anecdote 
gives the lie to those who 
believe that the press will 
stoop to any depths to 
publish a scoop. 
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Demise of a scoop 


Spiking a good story infuriates most journalists, mesmeris- 


1 t wasn't easy, killing our scoop on Norodom Sihanouk. 
ed as they so often are by tomorrow و‎ headlines. Terminal 


- action against doubtful copy is taken more regularly, in fact, 


than many media critics care to believe. Politicians 


. embarrassed by our ceaseless search for facts think we prefer 


publishing to damnation. Not so, as Prince Sihanouk himself 
might be persuaded to testify. 

The former ruler of Cambodia, overthrown by Lon Nol in 
the summer of 1970, had been receiving me regularly at his 
official Peking residence (ironically, the former French Em- 


. bassy), since soon after he sought sanctuary among the 


Chinese. T'he first time I dropped round to pay my respects, 
"Monsignor," as he liked us to call him, was very much yes- 
terday's man. We were well into the autumn of his first year 
of exile and I was working for Visnews, the international TV 
agency, and I continued making courtesy calls and conduct- 
ing the occasional interview after I joined the REVIEW as 
chief correspondent in 1974. 

One of my first REVIEW assignments early that spring was 
a particularly bizarre sortie into North Korea. Travelling 
back through Peking, even in those difficult days, the 
Chinese capital was a whiff of freedom after claustrophobic 
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Banque Indosuez is in ` UE [D 
22 countries throughout Asia SS Cie 
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Banque Indosuez can help you e or 
confront the challenge in the 
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as news editor, provided a 
marvellous pool of quiet 
good humour while all 
around his colleagues 
were indulging in the 
noisy chaos of putting the 
Magazine to bed. Now 
with the Economist, he also 
writes novels with the 
same calm, microscopic 
eye he brought to his job 
and to this anecdote. 


Fred's news break 


ost mornings on my way to work at thé REVIEW L 

stopped at a restaurant — if I may call it by such a 

grand title — run by a Chinese man called Fred. 
There I had a pot of tea and looked through the morning 
paper. It wasn't a bad way of easing myself in to the working 
day. One morning Fred, his obsessive curiosity overcoming 
his natural politeness, asked why I never called in on Thurs- 
days. I said that Thursday was press day and I liked to get into 
work early. “Pless day?" 

I explained a little more. Fred had already established 
numerous details about my personal life, including the place 
and hour of my birth. He was a keen student of fate, destiny, 
that sort of thing. Now he also knew that I was a journalist. 
What did 1 do exactly? I said that I checked over all the arti- 
cles that went into the REVIEW, messed around with them, 
made sure they more or less made sense and tried to fit them 
into the paper. 

“You are editor?" 

"No, Fred. News editor." 

"Ah, new editor." 

Î let it go at that. A few days later I showed Fred a copy of 
the REVIEW, and pointed to my name on the masthead. Fred 
liked important things like that. He scanned the contents. 

"Taiwan is here?" There was a piece about Taiwan in this 
issue. I pointed it out. It was not a long piece. 

“Not very implortant, this Taiwan." 

Fred had been born in Taiwan, followed its fortunes 
closely and was thinking of returning there. Even then, back 
in the late 1970s, he was suspicious of China's intentions 
when it became master of Hongkong. Each week Fred asked 
me what important news I was printing about Taiwan. Usu- 
ally I told him there was nothing. 

"You not like Taiwan?" 

Certainly I liked it, I told him. At least, I did not person- 
ally have anything against the place. It was just that Singa- 
pore or Thailand or the Philippines or — dare I say it? — China 
was making the news this week. Fred was not impressed. 

One week, though, I had a very well-written Taiwan 
story. It was, [seem to remember, about the possible succes- 
sors to President Chiang Ching-kuo. Its rival as potential lead 
story was a Malaysian article on bumiputras. From the news 
point of view the Malaysian story probably had a slight ad- 
vantage, but there was not much in it. I led with Taiwan. 

i went on leave the next day, so I did not call in at Fred’s 
place for several weeks. He had gone. He had sold up sud- 
denly and moved with his family to Taipei. The new owner 
was a friendly man, but he wasn't Fred. I didn't see Fred 
again and, as I now live in London, a meeting is unlikely. But 
if you are reading this, Fred — and only a curious combina- 
tion of fate, destiny and horoscopes would make it at all pos- 
sible — I want you to know that your incessant plugging o 
Taiwan was not wasted. a ch N 


viously agitated, and said: “Now I must tell you the truth.” 
thing had leaked out to the West about the state of af- 
behind the communist lines in Cambodia. The Khmer 
ge were accepted by small-“I” liberals like myself as 
rmless schoolteachers; a maverick few were thought to be 
leologues, possibly infected by the lunacies of the Cultural 
volution. Their relations with anyone as bourgeois as 
anouk seemed certain to be uneasy, but anything ap- 
oaching the horror of The Killing Fields was simply incon- 
eivable. | 
The prince told a disturbing story. The pent-up words 
shed out, bitter and agonised. “The men in charge of the 
mer Rouge are monsters," he declared. "Dangerous 
ren who know nothing, learn nothing . . . some of them 
travelled widely in recent years, yet they remain . . . 
linkered." There were tears in his eyes. "My poor country 
34 mns ancient Cambodia . . . is destined to go on 
ihanouk had made a covert visit to Cambodia the previ- 
$ year. His propagandists filmed it. I had obtained a print 
film for Visnews and circulated clips around the world. 
iewers were able to see the plump, smiling prince pump- 
g the hands of Khieu Samphan, leng Sary and the rest of 
the Khmer Rouge hierarchy; until then, no one had been 
quite sure such people really existed. 
|... Now I was told that the film did not provide an accurate 
picture. The men seen so heartily embraced by the prince 
ere not peaceable agrarian reformers. They were an inces- 
tuous clique of Marxist fanatics who planned to remould war- 
weary Cambodia in their own demented image. Any appear- 
om Sihanouk, the 
minal head of the liberation front, and these lean and 
gry wolves in their chequered neck scarves was nothing 
cruel delusion. The Khmer Rouge leaders had been 
relling with the prince since the moment he set foot in 
territory. He had come back shocked at the turn of 
ents. 
“What are you going to do?" I asked. "My duty," said 
hanouk. It did not sound quite as pompous at the time, nor 
melodramatic as it now looks in print. The prince shrugged 
$ shoulders in that peculiarly Gallic gesture of cynical de- 
air. 
“You will of course respect my confidence?" he inquired, 
izing my hand again. "Sihanouk's position is . . . as you 
ight guess . . . more than a little . . . delicate." 
¿“Rely on me," I replied. I cannot pretend I felt happy. No 
urnalist easily smothers a first-rate story. And that is 
actly what this was at the time. The prince’s revelations 
t have altered the course of history but there would have 
h international repercussions. Sihanouk had made it per- 
ly clear, on the other hand, that he was talking strictly off 
record. And he expected me to keep my word. Anything 
ote even hinting at his secret fears was bound to land the 
r man in endless trouble. 
arried the dilemma to Derek Davies. He decided with- 
esitation that the only honourable course was to respect 
ianouk's wishes. The REVIEW published the tape-re- 
rded interview. Even this provoked complaints of misquo- 
n from the prince until we shipped him a copy of the 
. He generously apologised. The off-record diatribe re- 
iained confidential. 
Sihanouk went back to Phnom Penh immediately after 
Khmer Rouge victory to act as front man for a leadership 
he loathed. He was rescued from house arrest two years later 
on the personal intervention of then Chinese premier Zhou 
Enlai. These days, he lives part-time in Peking, part-time in 
ongyang, still campaigning for a free Cambodia. The 
hmer Rouge are among his several allies. I often wonder 
hat he thinks of them. He hasn't yet granted me another au- 
nce, on or off the record. oO 
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Tan, being also a lead Malaysian 
politician, may have been the most fa- 
mous, but he was by no means the first 
big foreign business figure to be jailed in 
Singapore. Another was Richard Tarl- 
ing, right-hand man of London wheeler- 
dealer Jim Slater and a London-based 
director of Slater Singapore associate 
Haw Par Brothers International. One of 
Davenport's first investigative efforts 
for the REVIEW, done in partnership 
with then Singapore correspondent 
Arun Senkuttuvan, had been into Haw 
Par, the Singapore wonder stock of the 
early 1970s. The REVIEW had revealed 
the details of Spydar, a Hongkong com- 


, pany with a suitably mysterious name 
|! which had been used to cream off profits 
. on dealings in Haw Par-related shares 
. for the benefit of directors. 


The Haw Par scandal issue had only 


_ come to a head after it had come to a. 
| deal with Pernas, then headed by rising 
| Malay star Tunku Razaleigh Hamzah, | 
_ by which Pernas would have got effec- 
| tive control of the Singapore company 


which had big Malaysian tin interests. 


, The effective scuppering of the deal by 
| the Singapore authorities was to have 
| political echoes a decade later. 


The entrepreneurial Razaleigh had 
been linked to another early 1970s 
phenomenon, the Mosbert group of 
Singaporean Amos Dawe. After legal 
chases through Thailand, the US and 
Britain, Dawe eventually suffered a 
misfortune rare indeed for bent finan- 
ciers — jail in Hongkong. 

Mosbert's main claim to fame was 


| that its principal financier in its latter 


days was the Singapore branch of Mos- 
cow Narodny Bank. The Soviet bank's 
involvement continues to be referred to 
in the US and elsewhere as a KGB plot. 
But nothing has come to light to change 
Davenport's view at the time that Mos- 
cow Narodny was just like a number of 
other gullible banks aiming for over- 


rapid expansion and there was nothing | 


sinister about its Mosbert fiasco. 

The Russians were anyway in good 
company at that time, with many US 
banks which had poured money into In- 
donesia after the 1973 oil boom and had 
a hard time getting it back. As a busi- 
ness story, few could equa! the Per- 
tamina tanker story of 1976-77, when 
Indonesia tried, eventually with some 
success, to get out of billions of dollars- 
worth of hire-purchase contracts for 
tankers, agreed between Pertamina's 
former high-rolling boss, Ibnu Suto- 
wo, and tanker charterers, notably 
Swiss-based shipowner Bruce Rap- 
paport. 


T REVIEW was first to break the 
Pertamina debt problem, first to 
outline the tanker scandal and why it 
caused Sutowo's downfall, and kept 
ahead of others in describing and 
analysing the amazing battle which fol- 
lowed, involving lawyers, shipowners, 
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Of booms and 
busts and a 
tragic loss... 


for Kang and Chang and in Malaysia. 

Kang, however, was not idle, and 
masterminded the takeover of Ka Wah 
Bank in Hongkong, which became the 
vehicle of the Low brothers, who 
looked to Kang and Chang as mentors. 
Unfortunately for the Hongkong tax- 
payers, who 10 years later had to sup- 
port Ka Wah's bailout, the past history 
of Chang and his acolytes was never 
studied. OTB apparently went from 
strength to strength in Hongkong and 
the Lows were lauded by top bankers, 
local and foreign. 

Although the REVIEW continued to 
prod around the Chang empire, by then 
we were lacking Davenport's investiga- 
tive genius. Even such efforts as we did 
make were in the face of libel threats 
from banks which proved remarkably 
able at rewriting their own histories and 
bamboozling their colleagues and the 
regulators. After the Hang Lung Bank 
went under in 1983, a detailed account 
of relationships among it and Ka Wah, 
OTB, etc., cost us dearly in legal fees, 
though events were subsequently to 
prove us right. 

Busts always produce their share of 
business problems. The 1980s gave us 
Carrian, Eda, Bumiputra Malaysia Fi- 
nance, in addition to the demise of all 
the OTB-related companies. And then 
Of course there was Pan-Electric In- 
dustries and Tan Koon Swan, former 
head of Multi-Purpose and other 
quoted companies which had done 
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venport had died in a water-skiing 


itutions — huge sums lent to unsuc- | 






































Philip Bowring 

't the news on 7 June 1985 that 
Overseas Trust Bank (OTB) had 
apsed the ghost of Andrew Daven- 
t would have blinked a few times and 
"gun to giggle with infectious and un- 
alicious mirth. Eight years earlier, 


ident on the South China Sea short- 
before he was due to take up a 
stigious two-year fellowship in 
ashington. 

But none of the things that led to the 
wnfall of OTB and a host of related 


'ssful ventures owned by major share- 
holders and their friends and relatives 
would have surprised him. Back in 
75, Davenport, who combined tenac- 
with a charm which disarmed har- 
ed manipulators, had set the 
EVIEW on the trail of stockmarket rig- 
g and improper lending carried on by 
B's founder, Chang Ming Thien, 
various of his associates — a trail 
owed off and on for the next decade. 
hat might have surprised Davenport 
as the way in which followers of corpo- 
e intrigue in Southeast Asia would 
€ found old names cropping up in 
W circumstances. 

The REVIEW's first encounter with 
OTB crowd was back in 1973, when 
ang was involved in a power struggle 
t control of the Faber Merlin group 
th erstwhile partner and fellow 
D eler-dealer Jim Raper. The dispute 
atured bugged hotel rooms, rival 
ard meetings, glad-handing PR men 
d other features borrowed from 
mes Bond movies. Chang won, but 
Poen collected a big profit and went on 
‘be involved in high-profile scrapes 
th regulators in several countries, and 
'al disputes with other partners. 
Chang and his Malaysian associate, 
Kock Seng, then heading up Unit- 
alayan Banking Corp. (UMBC), 
while went on to engage in some 
dy market-rigging operations in- 
| shares in Faber Merlin Malay- 
, Pahang Consolidated and related 
mpanies. Unfortunately for Chang 
d Kang, Davenport got on to how and 
the manipulation was managed. 
Following REVIEW articles, the 
ares were suspended and an investiga- 
n — unprecedented for the Kuala 
umpur stockmarket at the time — 
iunched. Kang was removed from vari- 
us boards and Bank Negara (the cen- 
ral bank) forced a reorganisation at 
JMBC in the wake of criticism from 
overnor Tan Sri Ismail Ali that bank 
ds were being used for directors' 
rposes, including speculation. Kang 
t his job as managing director of 
MBC and Pernas was brought in as a 
ajor shareholder at UMBC. The days 
f being top Chinese bankers were over 
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۲ Super Value! 
۲ The Mandarin 
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Package. 
2 nights and 3 days for 
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he Mandarin Singapore, along Singapore's fashionable 
Orchard Road, offers affordable luxury and super value 
for money with its Mandarin Executive Package. 

e Two nights and three 
days in a deluxe room in the 
Main Building * Complimentary 
fruit basket e Chinese tea 
service in room upon check-in 
e Welcome drink * Free use 
of Mandarin Recreation and 
Health Club facilities (except 
for massage and squash/tennis 
courts) ê Complimentary 
coffee/tea making facilities in room * Free shuttle service from 
hotel to Shenton Way everyday at 8.40 am ۶ No cover charge 
at The Library and Kasbah A aaa 
e No charge for second person 
sharing the room * Late check- 
out can be arranged * Special 
rates for an extended stay (third 
night onwards: $$95.00 nett") 

*Rates include service and 
tax. Valid till 28 February 1987. 


Swinging nights at the Kasbah 
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Op Ing too: The Mandarin Shopping Arcade — everything 

More than 30 shops on three from Chinese artifacts to designer clothes 

floors offer a diverse range of 

goods and services. Outside the hotel, within walking distance, 

are numerous shopping complexes. 


Managed by: Chis M Pinger 


In the tradition of emperors. 
is 333 Orchard Road, Singapore 0923. 


For reservations, contact: 


Singapore Tel: 7374411 Tlx: RS 21528 MANOTEL. Fax: 7322361 
— New York Tel: (212)838-7874 Tlx: 420444 or 237158 
Mandaundingapore Los Angeles Tel: (213)6270185 Tlx: 470554 
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bankers and PR men all over the world. 

Many things which happened in the 
early 1980s in Southeast Asia were big- 
ger and updated versions of those of the 
early 1970s. Some names recurred. The 
biggest loss was sustained by Bank 
Bumiputra via the lending of huge sums 
by its Hongkong subsidiary to the Car- 
rian group. Although he was not di- 
rectly involved, the Bank Bumi prob- 
lems could have been an embarrass- 
ment for Razaleigh. He was not only fi- 
nance minister at the time of the lend- 
ing, but had been first chairman of Bank 
. Bumi and brought in top executives 
such as former executive chairman 
Hashim Shamsuddin — a university 
classmate from Belfast — and Lorrain 
Osman, who were the directors of the 
Hongkong subsidiary responsible for 
the Carrian loans. 

By a quirk of history, Hashim's wife, 
. Margaret, bears the same maiden sur- 
name as Dennis Pinder, the man who 
built Sime Darby into the conglomerate 
it now is and was jailed in Singapore in 
1974 for breach of trust. He was the first 
big-name non-Singaporean business- 
man running a Singapore-based busi- 
ness to fall foul of laws which, though 
not unique to Singapore, sometimes ap- 
peared more vigorously enforced there 
than in Malaysia or Hongkong. 

Some names come. Some go. Some 
keep recurring. One of the mini-won- 
ders of the 1970s was Madison (another 
Davenport story), which started life 
owning part of the rump of Investors 
Overseas Services, the global invest- 
ment-trust bubble of the 1960s started 
by “Do you sincerely want to be rich" 
Bernie Cornfeld  — whose then 
girlfriend was Victoria Principal, now of 
Dallas fame. 

Madison eventually became part of 
Deacon Chiu's Far East group, which 
(until very recently), controlled Hong- 
kong's Far East Bank. (Under a new 
name and ownership, the company 
which was Madison now owns Far East 
Bank. It is hard to imagine now, but Far 
East Bank was briefly an associate of 
Citibank — until the Americans de- 
cided that even tiny morsels could be 
hard to stomach.) 

Another name still around which 
would have caused Davenport's eyes to 
light up and blink: Malcolm Stone, who 
used to be managing director of Faber 
Merlin Thailand in Raper's time. He is 
now managing director of one of Hong- 
kong's Shroff-worthy little companies, 
Mandarin Resources. Plus ça change. . . 

At the time of his tragic death, 
Davenport was working on a story on 
the takeover of quoted hotel company 
Wynncor by Cheung Kong through the 
intermediation of Wardley Ltd, then 
headed by Ewan Launder — soon to be- 
come one of the main boosters of Car- 
rian. It was not just his family, friends, 
colleagues and journalism who were made 
poorer by Davenport’s death. So were 
investors, bankers and taxpayers. ۲1 
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"The present position and potentialities of 
this region justify optimism." 


"Given the potential economic and 

olitical development of Asia we anticipate a 
growing demand for reliable, concise and 
above all objective assessments of events." 


a+ 


... We discern a remarkable thirst for 
more and better education, information and 
knowledge, and intellectual satisfaction.” 


“At any time and in every case, unbiase 
and dispassionate, factual and balanced 
reporting will be our aim and policy.” 


The Editor 
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In the middle of a decade which had _ 
seen the greatest upheaval the world had 
ever known, a group of men with faith 
and foresight set their eyes on Asia. - 

They recognized the need to chronicle : 
the restructuring of Asia from the ashes of 
war. A region that they felt would rise and 
grow a: an astonishing rate, perhaps faster. 
than any other. A region that they felt the 
world would need to watch carefully. 

In October of 1946, a publication ۱ 
dedicated to balanced, objective coverag 
of Asian affairs was born. Its name: The 


Far Eastern Economic Review. 

In the decades that followed, the 
phenomenal growth of Asia astounded the " 
world. The prophecy of those visionaries 
echoed strongly; leading the Review to 
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consistently serve as an important channel . 
of information on Asia. This dedication 
and foresight has not changed. 

Today, 40 years later, the Far Eastern 
Economic Review is the world's premier ^. 
publication on Asian affairs. Unmatched = | 
by any other. e 

Today, more than ever, when the Review | 
speaks, Asia listens. 
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STEWART DALBY in the 
early 1970s also brought | 
fluency to the REVIEW'S | 
business coverage, but he 
could not resist a good 
news story and the 
Vietnam War was on... 
* Back he went to be 
correspondent in 
Bangkok for the Financial 
Times, for which he is still 
working and travelling. 
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about Graham Greene, whom he confused with Fowler, the 
anti-hero of Greene’s classic Vietnam work, The Quiet Ame- 
rican. He thought that Greene had killed the American, but 
that was alright, since the quiet American of the title had sto- . 
ien his mistress. 

The point of this story is that I would never have been able 
to place such an article in any of the London or US publica- . 
tions I was trying to make a living from. It was only a little 3 
piece of trivia amid tens of thousands of words being written 
about the war. 

But it had quite an impact, one now-mighty press baron 
saying that it said a lot about the war and a lot about Viet- 
nam. Certainly it was one of the pieces I am most proud of, 
and was glad the REVIEW printed it. 


I had quite a collection of these phone books from various 
American stations and bases throughout the region, includ- 
ing some “secret” ones. Combining the signet-ring sales- 
man's mailing lists and my own telephone-book collection, I 
published an article — Ready power for peace, the motto of 
the Sixth Fleet — which in effect listed the battle order of US 
forces in Asia. I remember the REVIEW received several ca- 
bles from Peking requesting extra copies of that edition, and 
that Derek and I made a trip to the American Consulate, 
where there was a somewhat angry session even after I had 
revealed my sources. 

I believe the greatest compliment I ever received as a 
REVIEW staffer was when I arrived at the Indian and Eastern 
Newspaper Society Building in New Delhi on my first trip to 
india. I had been properly introduced by my good friend : 
Narayana Pillai (Nanappan), the legendary Malayalam writ- - 
er and newsman. 

I was perhaps the first foreign correspondent ever to visit 
this building of vernacular-language press correspondents 
from all over India and certainly the first to ever sleep there a 
week on a charpoy, dispensing diplomatic Scotch and getting 
the most hospitality, inside interviews, and special permits 
(including to Bhutan) imaginable. 

After the first imperial quart of Johnny Walker was 
finished, the donor of the charpoy, a Keralan editor, told me 
that all who had read my first pieces in the REVIEW were un- 
certain as to my nationality. They were amazed to find that I 
am an American. 

Perhaps the greatest tour de force I ever witnessed 
in journalism was when the editor dictated, almost en- 
tirely from memory over a several-day period, the intro- 
duction to the REVIEW's annual Yearbook, surveying 
in analytical depth the significant events throughout the 
region, country by country, and development by develop- 
ment. E 
several stenographers were worn out throughout the pro- 
cess. And, when it was done, my colleagues taught me and 
other hitherto uninitiated members of the staff to appreciate 
malt whisky. WE CC 4 T 


he fondest memory I have of my time on the REVIEW 
was back in 1974 when I wrote a piece about Jean 
Ottavj, who ran the Hotel Royale in Saigon, as it then 

(as. 
-I was visiting Hongkong and gossiping away about Viet- 
am (and doubtless boring everyone rigid with war stories) 
ad Derek Davies persuaded me that a piece about Ottavj 
uld make a good TRAVELLER'S TALES. I wrote that 
tavj was a Corsican who smoked so much opium that his 
ice was as wrinkled as a relief map of the Central Highlands. 
e was a great and lovable character who had created a home 
for correspondents, particularly the British ones, in his hotel. 
: The hotel itself was seedy and run down, like a little 
piece of the Marseille waterfront plonked down in the middle 
of the steamy, humid capital of what was then South Viet- 

am. 
The hotel, with its ceiling fans and marble tables, was not 
ctly well-appointed. It was full of cockroaches. geckos 
nd other wildlife, the kind of place where the telephone 

g if you turned the shower on. 

owever, when Ottavj sat down and reminisced with his 
rOnies — Santini, a planter in the Central Highlands 
en to playing Mussolini speeches, and Dominic, a local 
hel keeper — about "chez nous" (Corsica), the place 
k on a special charm and became an oasis in that barbaric 
war. Ottavj would talk conspiratorily in his sing-song French 
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۱ ANTHONY POLSKY 
brought a new fluency to 
business stories in the 

. REVIEW in the mid-1960s. 
| He went on later to 
< become, consecutively, 
Singapore correspondent 
forthe New York Times, an 
editor of Reuters 
economic services in New 
_ York, a businessman and 
abusiness consultant — in 
which capacity he plans to 
return to Asia soon. 
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eing the only resident American staffer at the REVIEW 
in the mid- to late 1960s during the Vietnam War was 
not an easy chair at a largely British-owned publica- 
n. Fortunately, the main bosses were more amiable 
ishmen — Derek Davies and his deputy editor, Leo 
۱0۵051201 Neither was any friend of many American 
olicies in Asia in those days, but the criticism was balanced. 
nd I largely shared their views. 
| During an evening prowl of Tsimshatsui's fleshpots, I met 
n American salesman who sold signet rings and other 
iementoes to US servicemen throughout the region. His 
tailing lists in effect detailed the location of every Ameri- 
an military unit in the Asia/Pacific region. Also, as I 
ad long before discovered, when any 10 Americans settle 
vhere in the world, they invariably used to publish a 
one book — even of a few pages — so they could call one 
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Lie the Review, we're celebrating our fortieth our commitment to helping you arrive in better shape. 
birthday. Because we know we couldn't have done it without you. 


We've grown steadily over forty years and will So from one leader to another, here's to the next 


continue to do so. But one thing will remain unchanged: forty years. 


Arrive in better shape—— — 
CATHAY PACIFIC ZA 
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— the REVIEW family has always been a. 9 ۱ 





The contagion of their good humour wa pparent at a 
subsequent reception, where a scére of Japanese and gaijin 
friends made speeches, sang songs and proposed toasts 
which, after copious libations, became increasingly — well, 
relaxed. Somewhere in the middle 6 all, Derek, as best 
man, dazzled the Japanese with a speech in Nihongo, which 
certain members of the audience compared favourably to the 
Grand Kabuki for its style and verve. 

Richard Hanson, now a member of the REVIEW familv as 
editor of the widely acclaimed Japan Financial Report, dis- 
played his sure touch on the jazz trumpet with a soulful ren- 
dering of Satin Doll. Mike Tharp, yet to join the REVIEW, 
added his poetic flair in a moving speech; and Russell Spurr, 
again making a point of my outlandish height, seemed to 
reassure the Japanese when he reminded them: “The bigger 
they come, the harder they fall." 

The evening ended with cultural barriers of all kinds badly 
shaken, if not shattered, and Derek presenting me with the 
prospect of immediate unemployment unless I removed my- 
self and my new bride from the festivities to the honeymoon 
without further ado. All things considered — personally 
and professionally 


tough bunch to top. HJ 









A long-time resident of 
Tokyo, American MIKE 
"BUCK" THARP headed 
up the REview bureau 
there. Three years ago he 
returned to the US to join 
the Wall Street Journals 
San Francisco office. 


Scoop in the making 


he young Japanese researcher appeared at the back of 
the room and began walking down an aisle flanked with 

book-cases. In one hand he clutched what looked to be 
a computer printout. | i 

This was 1982. I was supposed to be making polite noises 
to the researcher's boss sitting across from me on a couch in 
the offices of the Japan External Trade Organisation (Jetro). 
But ever since I had arrived there half an hour earlier, my 
thoughts had been preoccupied with what I hoped would be 
my first real scoop for the REVIEW, which made it tough to 
concentrate on green tea and small talk. 

A day earlier an acquaintance had told me he had heard 
there were figures available showing some trade between the 
US and North Korea. Because I had spent two weeks in 
North Korea in 1979 and visited South Korea some 50 times 
in the previous six years, I knew that for years the US Gov- 
ernment had banned direct trade with Pyongyang. Any evi- 
dence to the contrary would be news. 

It would also be a legitimate scoop — a rarity for foreign 
correspondents in Japan. Japanese reporters, voracious and 
numerous, leave few exclusive scraps for their expatriate 
brethren. If a foreigner was fortunate enough to stumble on 
an important titbit that had not yet appeared in the Japanese 
press, the stature of his publication would be enhanced. 

After I got the tip on a Tuesday, I phoned my friend at 
Jetro — let’s call him Suzuki-san — and he agreed to scan 
that quasi-governmental agency’s databank to see if the trade 






















AA 





































A protégé of Susumu 

Awanohara, TRACY 
DAHLBY rose in his wake 
to run the Review’s Tokyo 
bureau, quitting to cover 
Japan, first for The 
Washington Post and 
then Newsweek, of which 
he is now a senior editor in 
New York. 





% id REVIEW hands, in my experience, are constitution- 
J ally incapable of doing two things with any regularity: 
۲ casting a cold eye on a colleague in need of moral sup- 
Ort or passing up a good party. 

` And so it was that on a crisp, sun-splashed autumn dav 
eight years ago that I found myself being hustled into Tokyo's 
Hie Shrine by a phalanx of REVIEW notables, including 
Derek Davies, then Tokyo bureau chief (now regionad 
editor) Susumu Awanohara and former deputy editor Rus- 
sell Spurr. 
. The occasion was my marriage to Toshiko Mizuno, and at 
least a few hoary Japanese traditions were about to be put te 
€ test. As a point of gaijin honour, I was obliged somehow 
Offset the wealth of representatives from the large 
zuno clan. My colleagues had volunteered to come to m y 
; forming an extempore, expatriate tribe to stand for the 
in groom. So with social symmetry roughly achieved, we 
rched into the shrine's sanctum sanctorum to the etherea! 
reechings of ancient Japanese court music. 
. Toshiko's relatives, decorous and sombre, were dressed 
n traditional Japanese wedding finery: The men parading ir 
preacher-black suits with white silk ties, the women, with 
ads bowed, taking mincing shuffle-steps in elegant forma! 
mono. Behind me trod a group as physically diverse, as 
iuintessentially un-Japanese, as any Commodore Perry ever 
hrust on the Island Kingdom: Derek, polished, dapper and 
obust in his Western tuxedo; Russell, with his striking silver 
iair and mustachios bristling; Annie, Susumu's lovely wife. 
n a graceful cheongsam. 

At 2m in height, I towered over the wedding party, a fact 

dding considerably to my abdominal butterflies. (“Yes,” 
Derek whispered helpfully, “you stick out like a sore 
mb.") The two "families" were then seated facing one 
ther across an altar. 
The ceremony started with a Shinto priest brandishing 
ed branches to drive away evil spirits, gained momentum 
‘ith incantations of every conceivable pitch and yaw, and hit 
igh gear with the ritual sipping of sake. I followed Toshiko 
to the altar on rubbery legs through what people must have in 
mind when they talk about "cultural chasms": on one side, my 
soon-to-be family sat ramrod straight, impassive, honou ring 
us with their strict adherence to custom. On the other side. 
perched on tiny stools, which seemed to disappear under the 
ample frames of several of the senior male participants, sat 
my REVIEW family, looking flamboyant and wonderful in 
that subdued setting, gamely tracking the unfamiliar pro- 
seedings with easy formality, suppressed merriment and en- 
'uraging glances. 
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| eves burning with hatred an 


peatable here, led me to the REVIEW. p o x A 

There I was shown into a large office where a man with a 
severe dark beard sat on a chair cowered with the skins of 
several merino sheep. This was Derek Davies. 

"Know anything about pepper?" he asked sharply. 

“Nothing at all, I'm afraid,” I replied sadly, turning to leave. 

Just then the office was filled with a deep. roaring noise. It 
was the sound of my stomach rumbling. A cruel smile flic- 
keredeunder the beard. 

“Twenty-six hundred dollars [about US$425] a month,” 
cried the editor, “and PH buy the first lunch!” He did, too. He 
never mentioned pepper again. I have wondered about this. 
The years demand an explanation. I'll even buy lunch. 


T. J. S. GEORGE joined 
the REVIEW as an 
established journalist and 
author in the late 1960s, 
becoming regional editor. 
In the early 1970s he 
resigned and, together 
with Mike O'Neill, founded 
Asiaweek of which he is 
now editorial director. 


here were Georges — and Thomases and Peters and 
Mathews — in Kerala long before Europe heard about 
Christianity. The Syrian Christians of that southern In- 
dian state pre-date the colonial evangelist by some 14 cen- 
turies. And I could grow up unselfconsciously in the religi- 
ous-linguistic mosaic of India. 
But soon after joining the merry band of soldiers at the 
REVIEW in 1968, I knew Î had a name problem. It was driven 
home with stunning impact when a Philippine Government 


official read one of my signed reports on the early Marcos . 


years and wrote to the REVIEW to say that he expected better, 
Philippine psyche “even from an En- 


understanding of the 
glishman such as your writer." 

Things have deteriorated since. I understand Dennis 
Bloodworth has described me in his latest book as an Anglo- 
Indian — to the intense resentment of my god-fearing mother. 

The experience that really flummoxed me, however, hap- 
pened in Pakistan. It was just before the Bangladesh war and 
the REVIEW had applied for a visa for me. It had come 
through with impressive despatch and I attributed the speed 
to the REVIEW’s name. 

I landed in Dhaka, then overflew India on a Pakistan In- 
ternational Airlines flight. A government official would meet 
me at Lahore airport, I was told. I walked from the aircraft to 
the terminal slowly, hoping to make it easy for the official to 
spot me. In the terminal building, I loitered prominently to 
make myself as noticeable as possible. No official came up to 
me. Only after every other passenger had gone and I was left 
conspicuously alone did an obviously surprised official ap- 
proach me and, his eyes bulging in astonishment, ask whe- 
ther I was "Mr George." When I replied in the affirmative, 
he stared silently for a few more seconds and then went over 
to a telephone and told someone at the other end: “Yeh An- 
grezi pa Yeh desi hai [this one is no Englishman. This is a 
native]." M ar o 


um | the next day, one 
ay before the REVIEW’s final news deadline. 
. So there I was late Wednesday morning in Jetro head- 
uarters, sweaty-palmed, dry-throated, gulping green tea 
vhile Suzuki-san scoured the computerised bowels of Jetro's 
prodigious information centre. When I saw him returning, I 
topped pretending to pay attention to his superior and la- 
ered the young researcher with my eyes as he approached. 
. Twas literally shaking with nervous excitement as I took a 
sheaf of papers from him. Unfolding them on a table, oblivi- 
us to anything else, we wept through the columns of words 
and figures. In a nutshell, the data confirmed that from 1976- 
81, some US$310,000 in two-way trade was dorie between the 
two countries in a variety of commercial and industrial items. 
- Thanking my friend, I raced to the Kasumi 


ito meaningful sections. 
Icalled David Jenkins, then regional editor, totell him we 
re shipping the story as soon as I could write it. He said he 
ould make a hole for it. After calls to US officials and South 
orean officials in Seoul for comment and to a pro-Pyong- 
ang Korean source in Tokyo, I wrote the 16-paragraph story. 
REVIEW editors cleared the desks, Miyazawa-san ran to a 
legraph office to punch the story (so that rival newsagen- 
would not be alerted) and we made deadline. I was sur- 
sed to see it lead the REGIONAL AFFAIRS section, 
Although US officials dismissed the figures as “statistical 
trations” and despite angry reactions from South Korea. 
one refuted the story. International wire services and 
-wspapers in several countries picked up the story, attribut- 
git to the REVIEW. 
. We had our scoop. 


: MICHAEL O'NEILL, a 
. New Zealander and one of 
the REview’s best-ever 
rewrite men, joined in the 

. late 1960s, becoming a 
driving news editor. In the 

. early 19705, he quit, to lay 
: down with T. J. S. George 
the foundations of 
Asiaweek, of which he is 
editor-in-chief. 


| had been a rewrite-man on the China Mail for about a 
| week in 1969 when the editor disappeared. He had cari- 
| catured Mao Zedong's Great Yangtze Swim by reporting 
epic cross-harbour crawl by a dog-paddling Sir David 
rench, then Hongkong's governor (no, the offended party 
as not Mao). A couple of weeks later, the chief copy editor 
turned from leave and was appointed editor. 
. Hungry, I went into his office to ask for a raise or enough 
ioney for a meal, whichever might prove the greater. I 
'und the tiny room empty until I heard two words uttered 
such malevolence that I pushed aside a pile of boxes and 
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Today Asia has grown and so have 
the many difficulties that have grown 
with it. It must be difficult for this 
journal to deal with the many sensitive 
issues confronting these countries. 
One wrong move and one wrong thing 
said would land it in trouble. It is 
necessary to employ diplomatic tact to 
avoid repressive measures, not only 
for the good of the journal but the 
readers as well. p 

I take the opportunity on this 
happy occasion to wish the Far 
Eastern Economic Reviewa — 
happy birthday. May it continue to 
flourish for many more vearsto — ^. 
come. i | 














GUY SACERDOTI joined | 
the Review after spending 
a couple of years in 
Indonesia with the US 
Volunteers in Asia. He has 
covered Kuala Lumpur 
and has been bureau chief 
in Jakarta and Manila, and 
is now industry 
correspondent. 


he Marcoses, who often cared more about their inter- 

national image than national policy, maintained a very 

up-and-down relationship with the REVIEW. According 
to its most recent story, the REVIEW was alternately-feted at 
the palace and threatened with libel suits. 

Once, I was invited to dinner with Imelda Marcos on 23 
September 1983, following an evening on which I had been 
tear-gassed during a rally dispersal at Luneta Park and wit- 
ness to marines charging into demonstrators at the Mendiola 
Bridge, both in reaction to the assassination the previous 
month of Benigno Aquino. The marines' action resulted in 
an interview with a wounded "subversive" (actually a return- 
ing overseas worker on his way to visit his girlfriend). 

The dinner, at the Hyatt's fancy Hugo's Restaurant, in- 
cluded jet-flown salmon, avocado sherbet and two succulent 
sirloins. Midway through steak one, with Marcos’ banana 
king Antonio Floriendo sound asleep in one corner, Imelda 
commented on the almost daily confetti-strewn demonstra- 
tions in the financial district of Makati. “They should be al- 
wed to continue," she said. “It is a release of tension, really 
iust like... [giggle]... a big fart.” 

She glanced at me across the table and wondered aloud 
whether her chatter affected her guest's appetite. "No, l'm 
sure it's just the effects of the tear gas," I answered. Her aides 
laughed. Imelda did not smile. — 





'asure indeed in 
ngratulating the Far Eastern 

mic Review on attaining its 40th 
ay. This weekly journal deals 
h current events of interest on 
le, industry, finance in East and 
Asia, and it has established 




















a record of economic trends in 
evelopment, the REVIEWis wide- 
nging and far-seeing. I have noticed 
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outheast Asia. 
EW was one of the first 
ense the great possibility 
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MARY LEE, a 

Singaporean, wrote a 

weekly column in 
Singapore's New Nation | 
and Sunday Nation, and 
| 








worked as a sub-editor for 
The Guardian in London. 
Joining the Review in 1978, 
she covered the 
Hongkong and Peking 
beats and is now editorial 
manager. 


Jn moral grounds... 


ot many journalists can boast of being hired by the one 
publication they've always wanted to write for on the 
. W strength of a "morally subversive” remark. But I can. 
Derek Davies, when he received my job application in Sep- 
ember 1977 (datelined London, where Í was then living) re- 
nembered that I had been blackballed in Singapore because 
f what I had said about venereal disease back in 1974. 

. The Clap Trap (the headline of the article) criticised the 
elt-righteous soapbox-style condemnation by a health offi- 
il of the growing “decadence” of youth (manifested, he 
id, in the rising number of venereal-disease cases). I argued 
hat as VD was à harmful social disease, it was more impor- 
ant to educate people about the importance of seeking treat- 
ont than,to try and persuade young men and women to stop 
sleeping together (which I believed to be a hopeless cause). 
To bring home the point, I quoted a pithy saving I had seen 
somewhere: "Better to have had a positive Wasserman than 
never to have loved at all." 

In February 1975, the pigeons within the Singapore City 
Tall, stirred by that remark, came home to roost — I was 
banned from writing by my bosses in the Straits Times Group 
of newspapers in a "deal" with an irate Lee Vei Chen (the 
ite press secretary of Prime Minister Lee Kuan Yew). I was 
cemed to be "morally subversive." Derek obviously disag- 
ced. He hired me. 
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tan, anti-Mujib and anti-India. 
tional newsagency. C Ad 

Later, when I refused to join the'ruling political party in 
1975 after Mujib had replaced the parliamentary form of gov- 
ernment with an authoritative, single-party presidential Sys- 
tem, the administration was asked to confiscate my passport. 
i knew what was coming and had kept Derek Davies in- 
formed about my problem. He sent me a letter appointing me 
as the REVIEW's Malaysia correspondent, which I used to get 
the newessary clearance to quickly leave the country. 

My best scoop: in early 1982, Dhaka was rife with 
rumours about an imminent military coup. Weeks and 
months passed, but nothing happened: In March that year I 
had written a story discussing the differences within the rul- 
ing Bangladesh National Party and the pressures being 
mounted by the military to reduce the cabinet's size. Sud- 
denly, my sources alerted me that something extraordinary 
was about to take place “within days,” and after cross-check- 
ing with a couple of civilian officials known to be close to some 
of the military top brass, I decided to cancel the earlier story 
and file about the coup. The story predicting the coup appear- . 
ed a few days before the 24 March military takeover. - 


A bright young Pakistani 
journalist, HUSAIN 
HAQQANI arrived in 
Hongkong asa 
correspondent of the 
islamic magazine Arabia in 
the late 1970s, | 
contributing thoughtful 
pieces on the Islamic 
minorities of China and | 
Southeast Asia to the | 
Review. Since 1984, | 
Husain has been our | 
correspondent in | 
Islamabad. 


Political pressures 


y first reporting assignment for the REVIEW, covering 
M anti-government riots in Pakistan's Sindh province in 

1983, was a challenge in several ways. The arrest and. 
trial under martial law of REVIEW correspondent Salamat Ali 
a few years earlier had indicated the vulnerability to political 
pressure of Pakistanis writing about their country. Since. 
Salamat's departure, Pakistan had used the services of Euro- 
pean stringers to cover the country, though by the time the 
Sindh disturbances occurred there was no one in Islamabad 
writing for the magazine on domestic politics. 

Almost seven weeks after the disturbances started in 
sindh, the Hongkong office asked me if I would be interested 
in travelling to Pakistan to do the story. It was a Saturday 
morning and it was suggested that I leave for Karachi on the 
first available flight Monday evening. I was required to file 
some 6,000 words by next Monday for the following week's 
cover feature. 

Excited at the prospect of going home — which as a Hong- 
kong-based freelancer was not a common happening —I said 
yes, without realising what a difficult task I was accepting. 
Arriving in Karachi on Tuesday, I headed straight for some 
of Sindh's trouble spots. 

Before undertaking the Jeep ride, I rang up President 
Zia-ul Haq's information secretary in Islamabad to re- 
quest an interview with the president within the next day or 
two. و‎ DR 

Given the background of the Salamat case, no one, in- 
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S. KAMALUDDIN — 
"Kamal" to all his friends 
— began contributing to 

the Review from what was 
then East Pakistan in the 
late 1960s. Later, he 
covered Southeast Asia as 
a freelance and for AFP, 
Iranian Radio, and TV. Orf 
his return to Bangladesh in 
the late 1970s he became 
the REVIEW'S 
correspondent in Dhaka. 
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| y association with the REVIEW dates back to the mid- 
.1960s when it was known as a good regional magazine. 
W ® specialising in Asian affairs — mostly China, Japan 
d other Far Eastern and Southeast Asian countries and 
0 occasionally covering some South Asian events. 
Chinese nuclear explosions, increasing American in- 
ement in Vietnam and the unfolding Indonesian politica] 
ma were being widely and judiciously covered. At that 
ime the India correspondent used to be based in Hongkong. 
ubling as an assistant editor. | 
. For many years in the 1960s the REVIEW had a south In- 
ian journalist as one of its assistant editors — P. Viswa 
athan and M. P. Gopalan, for example, who are still 
ound in Hongkong, and Narayan Pillai, whom I found in 
longkong during the Chinese New Year holidays in 1968, 
:ostly sleeping during the days and working at nights alone 
ithe REVIEW's Marina House office. 
When I was first asked to contribute something to the 
REVIEW's 40th anniversary issue, I really did not know where 
> begin. I have too many things to talk about, but will con- 
ne myself to three events. During my two decades-long as- 
Ociation with the REVIEW, with a couple of brief interrup- 
ns — since late 1965 as a part-time stringer and since mid- 
979 as a full-time correspondent — I have had many occa- 
ons to come under fire from successive governments for my 
ries. 
. Twice I lost my jobs with the government-controlled 
ewspaper and newsagency I was then working for as a re- 
of reporting in the REVIEW. The first episode was in mid- 
968, for writing about the Agartala conspiracy case filed by 
Pakistan Government against the founder of 
gladesh, the late Sheikh Mujibur Rahman, for allegedly 
lotting with Indian High Commission officials in Dhaka and 
later in the east Indian state of Agartala, to subvert Pakistan. 

I was adjudged by the Pakistan Government then to be 

i-Pakistan, pro-Mujib and pro-India, and the boss at the 

spaper I was working for was asked to dispense with my 
vices, 

The second incident took place in early 1974, when I was 
taking a holiday in Hongkong. The late Denzil Peiris, then 
the REVIEW's political editor, had told me that Mujib was re- 
portedly suffering from cancer and that he was whisked away 

o Moscow by a Soviet aircraft for treatment. I was asked to 
rite a story discussing the course that might follow should 
ything happen to Mujib. The story appeared on 1 April 
"74. 

-It turned out that Mujib was not suffering from cancer and 
hen he returned home after a successful operation, the 





^- 


Te JA 





Tokyo 


Hong Kong 


Port Moresby 


Wellington 


network covering all major centres, 
National Australia Bank can offer 
your business a competitive, 
comprehensive, professional 
financial service. 





National 
Australia 
Bank 


TOGETHER 








So whatever your financial 

needs, get together with the 
resources of National Australia 
Bank today and discover what a well 
placed network has to offer. 





Australia 


Because you can't be in ll places 
ou need the bank that is. 









Bangkok 


Kuala Lumpur 


Jakarta 


Wherever you're doing business in 
the Asia/Pacific region youre close 
tothe financial resources of National 
Australia Bank. 


Australia’s fastest-growing inter- 
national bank, National Australia Bank 
has assets in excess of A$35 billion 
and over 150 years international bank- 
Ing experience. 


Now, with an expanding Asia/ Pacific 





Head Office: Melbourne, Telex 30241 NATAUS. Singapore, Telex 21583 NATAUS. Hong Kong, Telex 75315 NATHK. Tokyo, Telex 2214 NATAUS. 
Bangkok, Telex 20424 NATAUS TH. Kuala Lumpur, Telex 31899 NATAUS. Jakarta, Telex 44749 NATAUS. Seoul, Telex 28844 NATAUS 
Beijing, Telex 22524 NATAU CN. Port Moresby, T-lex 22166 BANK SP. Wellington, Telex 31050 NATAUS. DOES 





É 


Who at Holiday Inn can 
e | ۱ 
۳ offer you the ultimate .| cluding myself, seriously expected Ziatoactasafriendofthe | , 


T e . .| REVIEW and agree to an interview at such short notice. To | - 
s In hospitality? a اه ون‎ ER. he did. Returning from Sindh, I inter- | - 
۱ 1 viewed him on Thursday and filed the 6,000 words in time for | - 
the morning deadline. The rushed trip enabled me to renew | _ 
| | contaqs in Pakistan after almost four years’ absence —a fac- | | 
.| tor which helped revive the REVIEW's Pakistan coverage 
| when I moved to Islamabad a few months later. Oo ۱ 
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Now foreign editor of the 
Sydney Morning Herald, 
DAVID JENKINS is a 
former REVIEW regional 
editor. He cut his 
journalistic teeth in 

4 Southeast Asia and is the 
| author of a book on the 
Indonesian military. 
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Hospitality: Its definition is elusive, but ۲ 
its presence essential. It could be the warm | T k ith ۱ k 
smile of a bell-boy, the graciousness of our > as S WI an S 
front office staff, the detailed attention of our ty: 
housekeeping department... "i i began writing for the REVIEW in Laos in 1973. Vientiane. 


Whatever the definition, the underlying the capital, was a place of languid charm, dusty and un- 
principle is knowing that the customer is the hurried. (Those of an uncharitable cast of mind liked to 


boss. 1 have a commitment to nurturing .| suggest that there was less to Vientiane than met the eye.) 
staff who recognise the real boss when he .| Butthere was, as Ernest Hemingway might have said, a war 
walks through our doors. .| inthe mountains and the B-52s cut vapour trails in the sky as 

We've given you the ultimate in Room .| they passed high over the city on their way north. 
Guarantees. Now we give you a special P Not long after my arrival, a burly European colleague 
promise of hospitality that will make your ۳ 


returned to the capital with the news that a Pathet Lao out- 
.| post near Luang Prabang had been overrun by a squad of 
i Royal Lao Army (RLA) soldiers and a Western correspon- 
| dent. My colleague, it soon became clear, had actually led 
۵ | the attack. 
n 1 I remember innocently questioning the wisdom and pro- 
| priety of this kind of behaviour, only to have my objections 
| turnedaside by a man with a stern sense of the practical and a 


8 | fairly sound knowledge of the fighting capabilities of the 

«B. -—— $ee Foon Koppen... | RLÁ. There had, e indicted matter-of facti, been no 

e * » | choice: *They respond to Western leadership." (This was, I 

I care about the small things in life. | should add, the oai time I heard any reie of a jour- 

| nalist actually involving himself in the action. as distinct from 
| merely reporting it.) 

E Early in 1973, the press attaché at the US Embassy in 

.| Vientiane, who had the distinction of having been only one of 

x .| two World War II Polish submarine commanders, an- 

Holiday Inn | nounced that three Vietnamese tanks had been sighted just 

E | east of Thakhek in central Laos. The Vietnamese, it was 

International-Asia/Pacific | suggested, were about to launch a major push on Thakhek, 


For further information and reservations, contact your travel agent, dividing Laos in two on the eve of a ceasefire. I took myself 


any Holiday Inn hotel or our Regional Director of Sales. | offto Thakhek on the off-chance that the attack would come. 
c/o Holiday Inn Harbour View Hong Kong. TST PO Box 98468. 


every stay with us a memorable one. 
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70 Mody Road, Kowloon. Hong Kong. | The reported sightings of the Vietnamese tanks had given 
Tel: 3-7215161, Telex: HX 38670, Cable: INNVIEW. .| the town a bad case of the jitters. Troops were dug in 
ws = .| everywhere and half the population had fled across the river | ۹ 
ی وه‎ ERIN Ar erg tien .| to Thailand. On closer Inspection, however, it was dis- | _ 
i om gaa Mie HO Kong « Harbour View Hong Kong .| covered that the three Vietnamese tanks were in fact three 
€ )ad e Johor Bahru e Kanazawa e Karac i e City Centre K 1 i i 
On The Park Kuala Lumpur * Kuching * Kyoto 2 Manila ۰ ی مر‎ a 3 dead water buffalo. The Vietnamese attack never did 
Nankai-Osaka * Narita * Penang * Park View Singapore e Royal Singapore ` | materialise. 


Surfers Paradise Australia ۶ Menzies Svdne E E 
Tokyo e Toten Mee وین‎ 5 A few weeks later, after the ceasefire had been signed, an 
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ligence Agency, at that time politically discredited because 
its former chief had been Park’s Assassin — so the new job | 
hardly established Chun's long-term goal of seeking the pre- 
sidency. 

It was only when he became the thairman of the Special 
Committee for National Security Measures, a junta-like a 
body, that it became evident that the South Korean people 
were watching a cleverly orchestrated climb to power (and | - 
the riots in the city of Kwangju erupted). 

ur fact that the REVIEW spotted Chun early on did not es- 
cape his attention. Three months before he doffed his uniform | 
(now that of a full general) Chun told me: “The presidency is 
not something you gain simply by seeking it; it needs help 
from Providence." In Korean terms, that amountedtosaying | 
that he was preparing to take over the job — and so he did. D | 





A former regional editor 
with the REVIEW, RODNEY 
TASKER is now the 
magazine's chief 
correspondent and 
"trouble-shooter." He 
lives with his Filipina wife 
Elvie in Bangkok. 











Death of a friend 


he day was Sunday, 21 August 1983. There was only a 
۱ small group of foreign correspondents waiting in the | - 
arrival area of Manila airport that bright sunny after- | - 
noon. Benigno “Ninoy” Aquino was going to be brought to 5 
us after his plane arrived, we were told by officials; a straight | ۱ 
story about an exiled opposition leader returning home, to | | 
make a few comments to the press and then possibly face ar- 
rest. 

Aquino was flying back home to the Philippines after | 
three years’ exile in the US. After some confusion over | - 
which flight he would be on, word was finally received tha- 
he was on China Airlines flight CI 811 to Manila from Tai-- 
pei, landing around 1.30 pm. Waiting correspondents, in- 
cluding myself and Guy Sacerdoti, then REVIEW Manila 
bureau chief, joked about the ease with which we had 
broken through the “ring of steel" which President Fer- 
dinand Marcos had ordered placed around the airport to en- 
sure utmost security for the unwanted arrival of his bitterest 
political foe. 

When flight CI 811 docked at the new airport terminal's 
gate 8, I looked through a window and saw a dark-blue Avia- 
tion Security Command (Avsecom) van tearing towards the | 
aircraft, which was just out of sight. Avsecom men are tough È ۱ 
airport security troops. Blocking our way to gate 8 were 12 P 
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sergeants. 
Only when the flight's passengers began to filter through 
the cordon did we realise something bizarre had happened. | — 
No Ninoy. One stunned-looking German passenger said that ۳ 
"the man I think you are waiting for" had been taken by secu- | 
rity men down from the docking tube to the tarmac, and | °“ 
"there was some shooting." 3 
I ran to the VIP arrival lounge where Ninoy’s sister, 
Lupita Kashiwahara, was waiting with copies of her brother's 
arrival statement. *Has Ninoy arrived?" she asked. "Yes." T 
replied, “but there are reports of some shooting." She didn't 







2 2:۳۳ es وچ کے ا‎ eT 





American Special Forces sergeant came upon a RLA officer 
hunched over his maps in the command bunker in Thakhek. 
He asked the officer what he was doing. “The communists 
are here," the Lao officer explained, pointing to his maps. 
“We will circle round behind them and attack them from the 
rears” “But sir, the ceasefire went into place last week." The 
officer looked nonplussed. “That’s just the point,” he 
explained. “They won't be expecting us!" 

Further south, at Savannakhet, there was further evi- 
dence of this reluctance to put too much store by the peace 
process. An Australian cofleague, Bruce Palling, noticed a 
Royal Lao Air Force (RLAF) T-28 taking off from Savan- 
nakhet, with a 500-Ib bomb under each wing. When he asked 
what was going on, a RLAF officer replied: “He’s looking for 
ceasefire violations." ü 





SHIM JAE HOON once 
covered Southeast Asia 
for a major South Korean 
daily. After heading the 
Review’s Seoul bureau for 
several years, he is back to 
his old stamping ground, 
in Jakarta. 








In January 1981 South Korea's new president, Chun Doo 
Hwan, was in a fever of activity: the death sentence on opposi- 
tion leader Kim Dae Jung had been commuted, martial law 
had been lifted and Chun was preparing to leave for Washing- 
ton, the first foreign head of state to be received by the newly 
elected US President Reagan. In the middle of the hubbub 
he granted an interview to Shim and editor Derek Davies 
(REVIEW, 30 Jan. '81). Chun began by complimenting the 
REVIEW on acquiring a really smart journalist in Shim: “He 
was one of the first guys to come and interview me when I was 
just another major-general,” he said. Shim’s account of the 
relationship is characteristically modest and Confucian. 


Reading of a mind 


t was only a short time after the assassination of president 
۱ Park Chung Hee in October 1979 that I began to see the 

then major-general Chun and his close aides. He seemed 
to be emerging from military obscurity, and granted the 
REVIEW access to his office only rarely, and then I wondered 
whether,he had given us access to his mind. 

What could have been a journalistic coup turned instead 
into a series of tough challenges, of attempts to read the mind 
of this skilful intelligence officer who was a master of playing 
the necessary (at the time) game of political obscurantism. 
Little in the way of hard stories resulted, and I was left won- 
dering whether he was a potential president or a simple, pure 
military reformer, as he would then have had the press and 
the public believe. The talks yielded few facts which could 
have made strong stories, just hints — revealing only a Con- 
fucian pattern of behaviour in moving indirectly. For exam- 
ple, he accepted the post as head of the Korean Central Intel- 
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isnt just a physical thing: its psychological, too. 

So we go out of our way to pamper to your 
every need with the service and warmth that are 
second nature to the Thai people. 

Courtesy and consideration are par for the 
course on Thai International, not bolt-on extras you 
get if your hostess is having a good day. : 

Our Business Class service gives you room to 
stretch out and relax, plus - just as important - plenty 
of storage space so you don't travel with a lap full of 
documents, paperbacks and plastic cups. 

Plastic cups? On Thai? Perish the thought. 

What we serve deserves better A) 
than that. And so do you. ; 


Smooth as silk 


You know how it is. 

Arrive at your business meeting feeling, looking 
and sounding fresh as a daisy and you perform with 
the grace and skill of a tightrope walker. 

Walk in looking like a wilted weed and nobody 
is impressed. 

The trick is staying fresh after a long flight to 
your destination. At Thai International we under- 
stand the problem. 

As one of the first airlines to offer non-stop 
flights to Europe and the USA, we have an enviable 
reputation for introducing non-stop travel to busi- 

ess destinations. 

And even more are on the way. But freshness 
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` this horror 


lutely sure myself. ee 
In the event I saw no guards | knew and didn 


sault anybody. I recognised only one interpreter but I saw - 


many headstones in the neighbouring cemetery of men who 
had served under me. I was the only English survivor present 
with seven Australians and two Americans and | was 
made to realise later that most ex-PoWs still alive in Britain 
thought I had let down the fallen by appearing at the cere- 
mony. 

Tht Japanese were not apologising: they had taken the 
trouble to come — 42 of them led by schoolteacher Nagase 
Takashi who had been responsible for getting the two groups 
together — because they wanted to pay homage to mv 
friends: these were the dead to whom my conscience was 
(still is) responsible, whose indictments of brutal treat- 
ment had been found buried in cigarette tins years later and 
caused Takashi's compatriots to be jailed or hanged for war 
crimes. 

"The construction of the railway and the adverse situation 
thus created was extremely regrettable," wrote Takashi 
euphemistically in his first letter. Indeed it was and none of. 
us. Japanese or PoW, can ever forget what happened. "But 
like to think that my friends sleeping forever in Kan- 


chanaburi and their relatives and other ex-PoWs absent from 
the reunion would approve absolutely of Takashi and his 


initiative," I wrote then. 

I was wrong on that point in 1976 but I still stand by my last 
paragraph: “It seemed that by saying sayonara to the fallen 
together we made some sort of step towards reality.” oO 


The REview’s Washington 
correspondent, NAYAN 
CHANDA is an Indochina 
expert and on the day this 
issue of the Review 
appears, his book on 
Cambodia, Brother 
Enemy: the War After the 
War, will be published in 
New York. 


Dinner-date drama 


he REVIEW of 10 August 1979 carried a story headlined 
۱ A massive shock for Vietnam, about the first-ever de- 
fection by a veteran Vietnamese communist leader to 

China. The news, coming five months after the Chinese inva- 
sion of Vietnam, caused a sensation and was picked up by 
wire services, radio stations and newspapers around the 
world. 

several days later, Hanoi and Peking confirmed the story. 
My scoop began with a cancelled dinner party. On my second 
day in Hanoi, making the rounds of the small Western dip- 
lomatic community, I heard about Pakistani chargé d'affaires 
Kaji Wazid cancelling a dinner party to hurry to Peking. In 
Hanoi's still waters this caused ripples. Why did he rush to 
Peking rather than Islamabad? I was puzzled. One Third 
World diplomat, well-plugged-in to the Pakistanis, obliquely 
suggested that the cancellation might be linked to Vietnam- 
ese unhappiness about something involving a flight to 
Karachi. | ae 

it was not difficult to find out from the airlin 
that one of the rare flights from Hanoi that p 
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ppear to hear the last part of what I said, because she im- 
1ediately started to distribute his arrival speech to the press. 
‘hen it gradually dawned on all of us what had happened. 
inoy's waiting family were in tears in the sweaty bedlam in 
he VIP lounge, where the airport authorities had thought- 
ally turned off the air-conditioning. 

. Gutside the terminal, 50,000 Aquino supporters were 

shouting the Filipino welcome — “Mabuhay Ninoy” — bliss- 

fully unaware of what had happened. Only when opposition 
ader Salvador Laurel announced to them over a 


. The epitome of a foreign 
correspondent, DONALD 
~ WISE roamed Asia, the 
Middle East and Africa in 
search of headlines and 
exotic datelines for Fleet 
Street. He chose to spend 
the last years of his career 
as the REVIEW's FOCUS 
editor. He is now writing 
his memoirs which should 
make lively reading. 4 
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| t was on one of the first lazy, hazy, crazy days of summer 

1976 on the Costa del Sol in Spain when the letter from 
M Hongkong dropped on my sunbaked patio: Derek Davies, 
editor of the Far Eastern Economic Review, wrote to ask if | 
would like a job as editor of the FOCUS section and of the 
Asia 1975 Yearbook. Of course, I would. 

. The timing of the offer was blissful. I had been in Spain for 

tone year and decided I wanted to opt out of the swathe of 

tribalised tax exiles who were waiting to die in the sun full 

| cheap wine and cheaper paella (and chips, if they were 

rits). Broke I was not: mentally speaking, the pump needed 
priming. 
. The new crop of lesbians lying naked on the beach 0 
ft below my garden interfered momentarily with my first 
nove in acceptance: clear them out of the way so that 1 
could throw two books I had written into the Mediterranean 
because they were so awful that I would have been ashamed 
۵ see my name on them, even if I ever found a publisher. 
By 4 p.m. the ashes of my work were in the sea Balearics- 
bound, and the girls winding up the cliffside to lounge else- 
“where. 

| settled into the REVIEW and almost immediately Derek 
asked me would I care to cover the reunion of Far Eastern 
.PoWs of World War H and their erstwhile Japanese guards 
-on the bridge over the River Kwai at Kanchanaburi. Despite 
my enormous regard for his Japanese wife he was under- 
-Standing enough to realise that I (as one who had worked on 
-the 259-mile railway on which an estimated 50,000 men died 

inking Thailand to Burma) might still feel too strongly about 
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ver the 40 years of its existence, the Far 
Eastern Economic Review has come to be 
valued for its comprehensive commentaries 
on events in the Southeast Asian region. The Pacific 
Basin countries have, until recently, shown the most 
dynamic growth in the arena of world economy, and. 
the REVIEW has kept its increasing readership 
admirably posted with both the developments on the 
economic front and the events in the political field. 
With the continued importance of the countries in 
this area, the REVIEW will have, in the years to come, 
an even more valuable role to play in informing and 
educating its readers. I wish it continued success. —— 
J. R. D. Tata 
Chairman, Tata Group of India 
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monolithic. It was also a relief to learn that Said, though de- 
feated, was by no means a broken man. The head office in 
Hongkong graciously offered me an afternoon off to *wash 
bottles" and I did drive out to the hospital that evening. bl 

That was 1979. It was like that from the start and still is. 
Annie and I filled some forms and were married at the local 
ward office in Tokyo in 1976. I was on my way to a string of 
interviews for a cover story on corporate marriages arranged 
by the Ministry of International Trade and Industry. 

We had a reception at a hotel some months later, where 
the late Koji Nakamura, my then boss, said some pretty nice 
things about Annie, and Tracy Dahlby, who subsequently 
became my colleague in Tokyo and then defected, wailed 
some lugubrious yakuza tune. Our “honeymoon” was one 
night at a hotel, since the deadline for the Japan FOCUS was 
approaching. 

Although the hospital where our first child, Gen, was 
born, was a three-minute walk from where we lived, I went 
home early to finish stories — including one on North Korea 
defaulting on external debt — and missed the great moment. 
Î remember the pandemonium created by Gen's homecom- 
ing a week later, exacerbated by calls from friends of Pyong- 
yang incensed at mv default story. | 

hen Yuri, our youngest, was born in Jakarta, [ surprised 
Annie by doing the decent thing, waiting around at the hospi- 
tal until it happened. That was only because it came at the 
right time of the week, off deadline, and my colleague Mang- 1 
gi Habir covered for me. But this was just before I was shown 
the way out of the country. Annie had a rough time moving ۰ 
the family to Hongkong with an infant. — * 

The REVIEW's 40th anniversary coincides with the 10th an- 
niversary of Annie putting up with: the REVIEW. gp 
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chi was operated by the East German airline, Interflug, 
ery Tuesday. After many queries about the identity of im- 
portant passengers on that Ilyushin-62, a clue emerged from 
an Asian diplomat. He had learned from an Eastern bloc col- 
eague that a high-ranking Vietnamese called Hoang, travel- 
ing ọn that flight, had disappeared during the Karachi 
pover. 
. But a check of the Vietnamese central committee list 
howed no Hoang as a given name. (Unlike the Chinese, 
Vietnamese are commonly referred to by their given names.) 
The break finally came during a conversation with a middle- 
anking Vietnamese official. I caught him off guard with a 
police interrogator-type question: "Have you heard any- 
ing more about Hoang's defection?” After a moment’s si- 
ence he regained his composure and sternly replied: *Hoang 
Van Hoan's treachery is of no consequence." So, it was he. 
. [knew about Hoan's increasing problems in the party and 
ad earlier noted in the REVIEW Hoan's expulsion from the 
JMlitburo. With the identity of the defector established, I had 
| easier time drawing out details of the event. 
Having uncovered the story, my next problem was how to 
it. Obviously, I could not take the explosive item to the 
tnamese cable office. Nor was there a convenient flight 
t so that I could pigeon the story. After days of nervous 
vait I finally flew out to Bangkok and managed to catch the 
ast flight to Hongkong before the territory's airport bat- 
ened down awaiting a typhoon. 
_ Il wrote my story sitting in the REVIEW office as 70-mph 
‘winds pounded the window panes. | had made the deadline 
'efore the magazine went to bed on Thursday. That scoop, 
appily, led to another exclusive: several months later, on a 
-visit to Peking, I interviewed Hoan. “You were the first to re- 
port my departure from Vietnam. It wasan accurate report. 
ence I have decided to grant you my first interview," Hoan 
id while greeting me at the Peking guest house. a 


SUSUMU AWANOHARA 
— the REVIEW'S regional 
editor — is married to 
Annie, a Hongkong girl. 
He joined the Review in 
1973 and has headed the 
Tokyo, Singapore and 
Jakarta bureaux. 












me ۱ 
e 

nnie had to find a taxi and go to the hospital by herself 
to have Mika, our second child, because I was not 
about to miss an appointment with Said Zahari. Said 
as one of Singapore's longest-serving political detainees, 
who had just been released after 16 years inside. He was ar- 
rested in 1963 for allegedly being a communist leader, a 
rge he denied throughout. The cryptic official statement 
suggested Said had won release on his own terms or was given 
face; he did not confess and recant. 
The interview was nothing sensational, but it gave me a 
ense of Singapore before it was so efficient, booming and 
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away from everything. One of Hong 
Kong's latgest shopping centres is even 


right next door. 


New World Hotel. We're known ^ 
for happy returns. x 
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22 Salisbury Road, Kowloon, Hong Kong. Tel: 3-694lll Telex: 35860 NWHTL HX Fax: 3-629387 Reservations: Utell International World Wide 
Thailand: Roong Sarp Travel Service Co. Ltd. Tel: 221-3269 Malaysia: Reliance Shipping and Travel Agencies Sdn. Bhd. Tel: 480055 


MIDLAND IN ASIA 


Midland Bank Group is one of the world’s largest international banking organizations and this year is celebrating 
its 150th anniversary. In the Asian and Pacific region, Midland has 10 offices providing commercial and investment 
banking expertise directed to individual markets and meeting the needs of all types of customers. As well as the products 


associated with a global treasury, corporate and correspondent bank, the Midland Group in Asia encompasses the 


merchant banking skill of Samuel Montagu, the broking knowledge of Greenwells and the financial and travel services 
of Thomas Cook. Active in Asia for 70 years, Midland has the experience to meet your business demands. To find out 
how we can help you, contact our offices:- 


Taiwan 

19/F No. 30 Chung King South Road, 
Sec. 1, Taipei, * 

Taiwan. 

Tel: 361-8333 

Tlx: 14326 

Representative: Luanne Fu 


Indonesia 

1/۳ Spyline Building, 

JL. M.H. Thamrin, 

No.9 Jakarta, 

Indonesia. 

Tel: 324907 

Tix: 45943 MIDBK JKT 

Group Representative: Brian Shegar 


—  . Midland Bank PLC 


Singapore 

65 Chulia Street, # 48-01 OCBC Centre, 
Singapcre 0104, 

Singapore. 

Tel: 5356188 

Tix: RS 20035 

Chief Manager: Geoff Ellerton 


Thailand 

8/F, Thai Military Bank Building, 
34 Phava Thai Road, 

Bangkck, 

Thailand. 

Tel: 245-6817/7059 

Tix: 788-87699 

Representative: Sakrapan Eamagdool 


Philippines 

9/F Metrobank Plaza, 

Sen Gil ] Puyat Avenue, Makati, Manila, 
Philippines. 

Tel: 818-8391 

Tix: 63969 MIDBK PN 


Country Manager: James S Rogers 


Japan 

Midland Bank Oroup, 

c/o 8F, AIU Building, 

1-3 Marunouchi, 1-chome, 

Chiyoda-ku, Tokyo 100, Japan. 

Tel: 284-1861 

Tix: J26137 

Group Country Manager: Raymond J. Soudah 


Hong Kong 

35/F Two Exchange Square, 

8 Connaught Place, 

Hong Kong. 

Tel: 5-8442000 

Tlx: 63760 MIDBK HX 

Group Country Manager: W Lindsay Rutherford 


Korea 

Room 1415, 14/F Samsung Main Building, 
250, 2-ka, Taepyung- ro, 

Chung-ku, Seoul, 

Korea. 

Tel: 757-2561 

Tix: 23715 MIDBK SL 

Group Country Manager: Ho Yang 


China 

11/۴ CITIC Building, 
Jianguomenwai, Beijing, 

P.R.C. 

Tel: 5004825/5004810 

Tix: 22594 MIDBK CN 

Senior Representative: Lance Browne 


India 

152 Maker Chamber IV, 14/F, 
222 Nariman Point, 

Bombay 400 021, 

India. 

Tel: 240607/240303 

Tix: 011-5478 

Representative: Noel Rands 
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Operators, promotion staff, distribution and mailing person- 
nel under the direction of Billy Woo, circulation manager, to 
see to it that our 64,000 subscribers and readers are well 
served each week. 

Heading our advertising sales team, as she has for the past 
six years, is Elaine Goodwin of whom it has been said: “She 
eats, sleeps and breathes the REVIEW." So does her entire 
sales organisation, including our many sales representatives 
throughout the world. ۱ 

Then there are our many distributors throughout the 
world, and the highly professional sales representatives who 
feel about the REVIEW as we do. To all of you we extend our 
thanks and congratulations for a job well done. 

We couldn't celebrate an occasion such as this without ex- 
pressing our appreciation to our readers and advertisers 
without whom our success could not have been possible. To 
you we promise to reach even greater heights during our next 
40 years. To the REVIEW staff of today I would like to say that 
together we have achieved much and together we will go on 
to greater achievements in the years to come. 

Thinking back to the day when I first stepped off the air- 
craft and learned to my surprise and delight that Hongkong 
was a truly modern city and that one really didn't have to get 
around by rickshaw, I have come to love. respect and ap- 
preciate Asia and its people. Much as the REVIEW has done 
since the very first day it was published in mid-October 1946. 

Having said many times in the past that as Asia grOWS, SO 
does the REVIEW, I am convinced that a great future lies 
ahead for both. R] 


Teresa Lee’s files, the pages are prepared by Mike Char- 
nock’s newsdesk where they go on to the Production Depart- 
ment (via the REVIEW's networked computer system) for _ 
electronic setting and proof-reading. The pages are then 
stripped in for photographing and despatched to the printers 
— via messenger to the South China Morning Post and via 
satellite to Times Printers in Singapore. 

All these processes are the responsibility of the produc- 
tion editor, Paul Lee and his deputy Henry Chiu, whose 
cheerful and hard-working team accept last-minute copy and 
page re-making with a willing smile. 

For many years the production process was run by Hiro 
Punwani, now enjoying a well-earned retirement. 

The REVIEW's editorial staff 
adapted smoothly to the new technol- 
ogy of electronic word-processing and 
satellite communications, but an even 
more flexible response to new de- 
mands of modern technology was 
needed when computers began to be 
used by other departments — by the 
advertising and circulation staff 
and by the production team. They are 
living examples of why the region 
as a whole is modernising so effi- 
ciently. — D. D. 





ADRS, 
Paul Lee. 
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Bigger, better, fatter: 
it doesn't just happen 


By Carles H. Stolbach 


hen I left New York on 26 December 1973 to take up 

W my new post as circulation-promotion manager for 

the REVIEW, the full extent of my Asian experience 

was a knowledge of what to order at the countless number of 

Chinese restaurants throughout the city in which I was born 
and had lived the better part of my life. 

Well, both the REVIEW — and I — have come a long wav 
since that fateful day on which I embarked on what was. and 
still is, a great adventure. 

It is difficult to remember the REVIEW of a dozen or so 
years ago. Today it's bigger, better and fatter. There are 
some who might even say that our success over the years Is 
the envy of the publishing industry in Asia. 

This success, however, did not just happen. It was the re- 
sult of the combined efforts of countless people, all of whom 
were dedicated to making the REVIEW not merely the bes: 
magazine in Asia, but making it the best magazine about 
Asia in the world. 

We have not reached the ultimate goal yet, for such a 
thing does not exist, but we hope that many would agree that 
we are certainly well along the road to both excellence and 
pre-eminence. 

Looking back over the years, so many individuals come to 
mind as having played vital roles in the magazine’s develop- 
ment that it would be impossible to single them out for spe- 
cial mention. But without them the REVIEW would not be 
what it is today. 

Two, however, bear special mention: Freddy Wadsworth 
(advertising sales) and Stanton Leung (circulation). Both 
contributed greatly to our earlier years and left behind a solid 
base from which to continue the growth we have enjoyed. 

Getting the REVIEW out to over 40 countries is no easy 
task. It takes shipping clerks, subscription staff, EDP 


stern! 





Charles H. Stolbach became publisher of the REVIEW in 1978. 


The people 


product out 


etween the writers and editors 
and the team who market and 
circulate the REVIEW, several 
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Morgan by Morgan. 
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. vital departments are involved in get- 


ting the product out. The cover, the weekly cartoons, 
. drawings, graphs and maps are the responsibility of art direc- 


tor Morgan Chua and his colleagues, Andy 
Hui. 

Morgan, who penned all the line drawings in this special 
FOCUS, first became involved as an artist in publications by 
contributing, during his National Service with the Singapore 
Armed Forces, to its magazine, the Pioneer. In 1970 he 
joined the ill-fated Singapore Herald as cartoonist and went 
on to be graphic designer of The Asian — the region's first 
weekly broadsheet newspaper, since deceased. Morgan 
brought his great talents to the REVIEW in 1973. 

With the artwork done, and photographs supplied from 


Tang and Ricky 
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For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn —— if given the chance. 
We at Kobe Steel understand 
i what their faces reflect: Nations striving to build a future rich with opportunity. 
^ And we are helping them —— and you —— through technology transfer, 
industrial projects, and the supply of industrial goods. 
We know the future depends on it. 











Wherever you find progress - 


<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE: Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Tel: (03)218-7111/Telex: 222-3601 KOBSTL J 
SINGAPORE OFFICE: # 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel : 221-6177/Telex: RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel: 264-2444/Telex: RS 26574 KISCO 
Offices also in New York, Los Angeles, Düsseldorf, London, Mexico City, Bahrain and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 





The Sign of Excellence 


Engineering & Construction, Financial Services, Marketing & Distribution, Transport Services. 





Jardine, Matheson & Co., Limited 


World Trade Centre P.O. Box 30748 Causeway Bay Hong Kong Telephone: 5-8373888 Telex. 73406 JMWTC Fa» 5-7904512 





CHANGI INTERNATIONAL DISTRIBUTION SERVICES PTE LTD 
apore 1781. Tel: 5428977. 


1408-3408 Cargo Agents Building, Airport Cargo Road, Sing 
Telex: RS 33176 CHANGI. Fax: 5424090. 
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bad news and good news. 


truly believed that they had the formula for peace and pros- 
perity. They were not too far wrong. 

Forty years on, the way the Pacific century has gone so far 
makes it very easy, very comforting, to prophesy 40 more 
years of the same — minus, of course, the big traumas of the 
era: the Great Leap Forward (or backwards), the Cultural 
Revolution, the Vietnam War, Pol Pot and Indonesia in 
1965. Looking back on 40 years we now mostly remember the 
good bits. History (even in Japanese textbooks) is not nor- 
mally a subject for revision, but for selective memory. 

The Asian world is little or no more certain now than it 
was uncertain in 1946. Traumas as well as double-digit 
growth doubtless lie ahead. Hopefully, not the ructions of 
the post-Pacific War period of decolonisation and revolu- 
tion. But any region undergoing, by choice or force, rapid 
change is necessarily prone to upheaval. 

But every uncertainty is an opportunity; every risk a po- 
tential reward. Will countries — Korea, for example — 
which have experienced both the best and worst experiences 
of the 40 years, have new traumas or relative stability? Will 
Australasia forever live in prosperous isolation from trauma? 
Are the Asean countries on a steady growth path built on 
plentiful resources, an active commercial class and rising 
standards of education? Or is this a brief period of prosperity 
resting on an open global economy which will decline as the 
cohesion of interest between the US/Japan and Europe with- 
ers and US military power wanes? 

But if for some in the region the path of progress is to be 
interrupted, for others there is the possibility of its resump- 
tion. Burma, once well-educated and relatively rich, the 
world’s largest rice exporter and ahead of neighbouring simi- 
lar-sized Thailand in many areas; look at it now. Rut think, 
too. of what it could be and perhaps will be once the Ne Win 
generation, still fighting old socialist and nationalist battles, 
is gone. Vietnam? If China can blossom under Deng Xiao- 
ping, what might a compact, homogenous Vietnam do were 
it liberated from militarists, hard-line ideologues and 
bureaucrats? 

Surprises, uncertainties are forever in store. But that 
never worried the founders of the REVIEW. Back in 1946 it 
might have been easy enough to look forward to the post-war 
revival of commerce. But it would have taken an optimist 
then to assume that Hongkong would still be under foreign, 
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FUTURE CONDITIONAL 


Rolling with the 
punches and leaping 
at opportunities 


By Philip Bowring 


f this is the Pacific century, it began 
! the year the REVIEW was born. 

1946: the first year of recovery from 
the Pacific war. China, free of the Ja- 
panese yoke and about to undergo à 
evolution that would transform it and 
possibly modernise it. Japan, wiser in 
defeat, knowing now that empire grows 
naturally from economic strength, not 
wild gambles against more advanced 
nations. (Japan had learned that, con- 
tra Mao, power grows not from the 
barrel of a gun but from the ability to make the best guns.) 

In 1946, European powers were briefly victorious but 
mostly resigned to fading from the Asian scene. Chief among 
them. the British was about to leave India and its Southeast 
Asian empire to its own devices. The world and particu- 
larly the Pacific world — was in the arms of America, a nation 
which if European in spirit was awakening to the opportunity 
of being the world power and to the prospect of a new Pacific 
frontier. 

The history is clear enough, with hindsight. After 40 years 
of progress it is received wisdom that East Asia and the 
Pacific Basin has better prospects than any other region. But 
God's Grand Pacific Plan probably was not so clear in 1946. 

Everywhere, the physical, economic and political ravages 
of the recent war were apparent. Only the dollar was al- 
mighty. While the Japanese struggled manfully to rebuild, 
nationalists and communists in several countries thought 
they saw victory and Utopia at hand. But only the Americans 
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Beyond that again are the Asian communities of North 
America, Australasia and even Europe. The locally born and 
English-educated generation will fimd their roots through 
English-language publications, not self-consciously ethnic 
periodicals. The communities will play a significant role in 
giving some sort of reality at the trade and investment level to 
the idea of a Pacific community, just as Overseas Chinese 
links have been the major factor in giving an identity and pro- 
viding a sense of business community and economic cross- 
fertilisation to Asean. 

In sum, the way to serve a growing and diversified reader- 
ship with an up-to-date product, well printed, on good paper, 
and at a competitive price, is through printing close to 
readership. In turn, that implies a decentralisation that could 
make less and less relevant the notion of being “based” some- 
where or other. 1997 can do its worst. 

Decentralisation anyway fits our philosophy. At the 
REVIEW there has never been a central re-write desk pas- 
teurising, homogenising and 
bowdlerising its journalists’ prose. 
Correspondents are given wide free- 
dom to choose and write the stories - 
they judge significant. And they 
are not permitted, with rare excep- 
tions, to hide behind anonymity. 
Bylines do not simply exist to massage 
journalists' egos. 

The REVIEW was not in the fore- 
front of computerised editing and 
typesetting. But reflecting our 

philosophy, we did pioneer the use 

of networked microcomputers on an 
į international basis, linking bureaux 
from Sydney to Tokyo, Washington 
to Kuala Lumpur, to each other 
and to a similarly decentralised 
micro-based editing system in Hong- 
kong. 

We are not a huge mainframe 
machine sitting in Hongkong churn- 
ing out news and views of Asia. 
We are a network of individual cor- 
respondents with their own national 
or subject interests and expertise 
linked to an editorial system which 
is flexible and decentralised. We 
have a style book and a format. 
But correspondents exercise initia- 
tive; editors engage in dialogue with 
them. 

From the input side, the REVIEW = 
is the sum of individual efforts, from 
the output side the sum of individual 
interests. We aim for the HCF, not 
the LCD. Whatever else changes, that 
will not. We long resisted the tempta- 
tion to "broaden" the REVIEW's 
coverage until we had the resources. 
First, we had to be sure that the 
standard of business and political 
coverage was sufficient to allow us to spend resources on ex- 
panding our scope. And then we only introduced the ARTS 
& SOCIETY section when we were satisfied we had found the 
right person to run it. 

In the future, our subject coverage will diversify a little 
further, but always with the accent on excellence and never 
at the expense of what we do well now. We do not. and will 
not, attempt to cover all subjects “once over lightly." We 
are not afraid of words such as *detail" and “specialisation.” 
We do not believe our readers’ attention span cannot last 
beyond 800 words. We do not expect our readers to read us 
from cover to cover. We do expect that every article will 
contain facts, analysis, ideas that they will not readily find 
elsewhere. Oo 


WENDY FORDYCE 
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Hongkong bustle: will the open society survive? 





FORTY 


SEARS UN 





liberal, capitalist rule 10 years later. Forty years would have 
sounded nonsensical. So, does post-1997 mean more of the 
same? Or another Shanghai? Or even worse — Aden, Tan- 
gier, Beirut. Remember those international cities? Or even 
Trieste, still comfortable, but a shadow of its former self. 

Byt not to worry. East Asian success is about initiative 
and entrepreneurship. In a world of uncertainty, why WOITy 
about uncertainty? Better, perhaps, to start worrying if 
things appear too certain. Change the world, if you can. But 
above all, use the world. Roll with the punches, leap at the 
opportunities. E 

Applying this philosophy to the REVIEW, we have no 
idea where, geographically, we will be in another 40 years. 
We hope it is Hongkong. That is not so much out of necessi- 
ty or even nostalgia but because it 
would reflect a survival of Hong- 
kong's open society. In practical 
terms, it may not matter very much 
where the REVIEW is headquartered. 
The REVIEW may no longer exist in 
printed form. It may all be electronic 
— though I doubt it. 

The printed word is still way ahead 
when it comes to portability, readabil- 
ity and accessibility. And advances in 
both transmission and printing tech- 
nology have strengthened the role of 
print. Electronics, which once seemed 
to threaten newspapers and maga- 
zines, have now been used to make 
them more competitive. But fore- 
casts about the media are at least as 
dangerous as those about Chinese 
politics. 
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pore, which we start with this 
issue, will probably be just the | 
beginning of multiple printing arrange- 
ments. That is simple economics. The 
cost of facsimile transmission and 
printing is declining relative to that of 


F the REVIEW, printing in Singa- 





airfreight. 
These advances will help the 
REVIEW even more than they 


help other international publications. 
The REVIEW is almost unique in the 
world of truly autonomous com- 
mercial editorial products in two 

ways. Its "home" market (Hong- | | 
kong) is almost uniquely small rela- 

tive to its total market. And its largest 
market is a remarkably small propor- 
tion of its total market. It is thus ideal- 
ly suited to multiple printing arrange- 
ments. 

This geographical dispersion of circulation is likely to 
increase. Historically, the REVIEW has grown outwards 
— frome Hongkong to former British-ruled countries 
in East Asia, Malaysia and Singapore, to other South- 
east Asian countries, to Northeast Asia, to the Subcon- 
tinent, then to Australasia, North America, Europe and the 
rest. 

The future clearly lies not just in the continued progress in 
our major markets, but also in the growth of Northeast Asian 
markets. In those countries, English will never be the lingua 
franca that it is in Southeast and South Asia. But a generation 
has grown up for whom English is the second language, and 
for whom a better knowledge of the growth markets of the 
other Pacific nations is a growing necessity. 








Grow with us... 


Dresdner (South East Asia) Limited- 
international merchant bankers 


e international wholesale banking 

e dealing in foreign exchange & precious metals 
e international loan syndication 

e corporate finance 

e deposits in Euro/Asian currencies 

e primary & secondary capital market operations 


Dresdner (South East Asia) Limited 


— Another progressive member of the Dresdner Bank Group — 
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TAKE A VESTED INTEREST IN THE SQUARE 


Exchange Square is today the home of Hong Kong's new 
unified Stock Exchange. 
And that is extra convenient for companies who need 
to be on top of the market. 
Some of the world's best traders are taking to the floor 
in Exchange Square. 
Shouldn’t you be there too? 
Otherwise, you might be all dressed up with nowhere to go. 


For leasing information, please contact: 
Hongkong Land Property (tel: 5-8428288, telex: HX75102) or 
Jones Lang Wootton (tel: 5-217171, telex: HX74247). 
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subishi Motor Corp. (MMC), for the re- 
financing of their shareholders' loan to 


Proton totalling an estimated ¥10 bil- - 


lion (US$64*7 million). At the same 
time, the REVIEW understands that 


Hicom is seeking additional loans of 4 


billion to finance the continued import 


from Japan of engines and transmis- - 


sions for the national car, the Proton 
Saga. When the price of the Saga was 
raised by 15% in July to offset some of 


the appreciation of the yen against the I 
local dollar, sales of the car slumped by | 
46% and are now running at around 550 - 


a month, compared to the plant's maxi- 
mum designed capacity of 10.000 units. 
Meanwhile, the 40% Hicom-owned 
Kedah Cement is seeking an extension 
of the grace period and a lower interest 
rate on ¥25.04 billion of its financing, 
the first payment of which falls due at 
the end of this year. This comprises 
¥ 20.43 billion in a supplier’s credit from 
Japan's Ishikawajima-Harima Heavy 
Industries (IHI), which built the plant, 
and ¥4.61 billion in Hicom's own lend- 
ing. Despite very heavy tariff protec- 
tion, Malaysia's cement industry is fac- 
ing massive losses due to a 10095 over- 
capacity of 3.5 million tonnes this year. 


I? addition, Hicom was reported a 
few months ago to have mandated 
Mitsui Bank to raise a ۴25 billion short- 
term loan for Perwaja Trengganu, the 
hot-briquetted iron plant on Malaysia's 
north-east coast which is 51 %-owned by 
Hicom. Hicom had originally borrowed 
M$640 million (US$244 million) in 1982 
from the Exim Bank of Japan at a re- 
ported interest rate of 7.75% over 10 
years, with a three-year grace period. 


Banking sources indicate that most of I 





the new loan will be used for Perwaja, 
which is experiencing severe problems 
with the continuity of its power supply 
and the uneven quality of industrial gas- 
es used in the steel-making process. 

No one at Hicom was available for 
comment on the question of these loans. 
All told, the loans being refinanced re- 
present only 2.5% of Malaysia’s total 
external debt, so the banks are not un- 
duly worried — but the way in which 


these loans are being restructured, only . 


a short while before scheduled repay- 
ments by these loss-making fies begin, 
does not support the officialline that Ma- 
laysia is simply reducing the “bunching” 
in its foreign-debt repayment program- 
me. 

The attitude of the Exim Bank of 
Japan to these refinancing proposals is 
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foreign shareholders from the top- 


drawer of Japanese industry and have 
absorbed large sums in loans and share 
capital. , 

Much prestige is at stake on both 
sides with these projects. Not only is the 
performance of Mitsubishi Motors and 
Nippon Steel under close scrutiny from 
the rest of the developing world — but 
Europe is waiting to pounce upon any 
failure resulting from Mahathir's much- 
vaunted (and recently reaffirmed) 
"Look East" policy. Together with the 
Kedah Cement project, Proton and Per- 
waja Trengganu comprise the most 
glamorous of the half-dozen or so major 
industrialisation projects that Malaysia 
began in the early 1980s. 

All three, however, have run into 
cash-flow problems, either because they 
were built on the basis of wildly optimis- 


tic projections of growth in demand or | 


— as in the case of Perwaja Trengganu 
— because of technical trouble as well. 
As à result, the parent body of all 
three, the government-owned Heavy 
Industries Corp. of Malaysia (Hicom) 
is having to restructure their respec- 
tive debts. Hicom is doing so in a man- 
ner which, upon a strict definition of 
the term, probably falls within the cate- 
gory of "refinancing" but which, be- 
cause of its hastiness and the similarity 
of the banks involved, could also con- 
ceivably be mistaken for the taboo prac- 
tice of “rescheduling.” 

Hicom is negotiating with its 
partners, Mitsubishi Corp. and Mit- 


Mahathir: shock request. — 
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e Mahathir talks of debt swaps as Hicom refinances 


New equity policy? 


By Nick Seaward in Kuala Lumpur 


Fee bankers in Malaysia have 
been perplexed by reports in Tokyo 
newspapers that Malaysian Prime 
Minister Datuk Seri Mahathir Mohamad 
requested the conversion of Japanese 
loans into equity during a meeting with 
his Japanese counterpart, Yasuhiro 
Nakasone, on 4 October. Although 
Mahathir's other request — for a reduc- 
tion in interest rates on Japanese loans 
— had been anticipated, the debt-into- 
equity proposal was a surprise, coming 
three days before Japanese banks were 
“ue to subscribe to more than 50% of a 
J$$500 million syndicated loan. 

"Our yen debt has risen as the yen 
has appreciated by about 6096 against 
the ringgit . . .," Mahathir told a press 
conference after his meeting with 
Nakasone. “We are not formally re- 
questing a reduced interest rate on our 
existing yen debt but we would like new 
interest fatis] for new debt. We would 
use new loans for development invest- 
ment and to refinance our old debt. I am 
also thinking of 'equitising" yen debt. 
Prime Minister Nakasone expressed 
understanding of these wishes," Maha- 
thir added. “I expect talks to begin soon 
between the relevant Japanese and Ma- 
laysian cabinet ministers." 

Despite the revolutionary nature of 
Mahathir's request; the news did not 
spark off the same sort of panic among 
the bankers as did the prime minister's 
12 April gaffe, when the official news- 
agency Bernama quoted him saying that 
Malaysia was asking its creditor banks 
o reschedule its debts (REVIEW, 24 
Apr.). After that occasion, a flurry of 
early-morning phone calls from virtu- 
ally every financial centre on the globe 
forced the government to issue a denial. 

Japanese bankers in Kuala Lumpur, 
when contacted by the REVIEW, said 
that they had not received requests for 
clarification. One banker put this down 
to the fact that the debt-into-equity idea 
is so obviously impracticable in relation 
to Malaysia's. New Economic Policy, 
which has as one of its goals the gradual 
transfer to Malaysian hands of equity in 
companies operating in the country, 
that no one takes it seriously. 

Although Japanese banks in Kuala 
Lumpur still consider Malaysia to be a 
good risk, there are signs that they are 
becoming unnerved by the severe dif- 
ficulties now being experienced by two 
showpiece Japanese investments in Ma- 
laysia — the Proton Saga national car 
project and the Perwaja Trengganu iron 
and steel works. Both projects have 
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the company's Australian property em- 
pire from offices on the 10th floor of 
Gold Fields House. in the heart of Syd- 
ney 's central business district. 

Mitani is relaxed. He is the ar- 
chetypal Kumagai executive abroad. 
He has not lived in Japan for 25 years, 


| and likes it that way. He-talks straight, 


and is somewhat impatient with those 
who do not. "You can spend hours and 
hours in Japan playing word-games," he 
says, adding that he hópes to settle. per- 
manently in Australia. Another ambi- 
tion is to relocate Kumagai (NSW), 
Kumagai Gumi Australia Branch and 
Kumagai Gumi-Australian Finance to ^ 

high-rise building whic 

Kumagai Gumi wants to build and call 

its own. And he wants Kumagai to per- 
form as well in New Zealand as it hast in 


| Australia. 


.Kumagar's: advance into New Zea- 
land is proceeding at the invitation of 
several New Zealand construction 
majors: Fletcher + Construction. the 
country’s biggest builder and a division 
of Fletcher Challenge Corp.; McCon- 
nell Dowell Corp., and Glossop Chan 
Partnership Architects, an Auckland- 
and Hongkong-based specialist in high- 
rise building design. 

Under the previous National Party 
government led by Sir Robert Mul- 
doon, New Zealand embarked upon a 
series of big energy-development pro- 


| jects. Among these were plants for the 


production of synthetic petrol, am- 
monia urea and methonal, and an ex- 


pansion of the Marsden Point oil refin- - 


ery. Dubbed the "Think iu projects 


| Sydney 


` More big thinking EE 


New Zealand builders seek a boost from Kumagai Gumi 


| 





7 Feb.), is about to 


is estimated to-cost. 
from NZ$300-400 million (US$150-200- 
million); hotel-office block, about | 
. NZ$200 million; and.the.offshore plat- 








By Bruce Roscoe in Sydney and Auckland 


"umagai Gum: Co.. the maverick 
Japanese construction company 
which has rocketed to the position of 
Japan'stop contractor by swallowing up 
billions of doll ars worth of foreign pro- 
jects (REVIEW, 
begin a sweep neue New Zealand. | 
The company’s Sydney subsidiary. 
Kumagai (NSW). is the launching. pad 
for an Auckland cross-harbour tunnel: a 
400-roomt hotel and office-block com- 
plex in the heart of Auckland's business 
district, and an offshore platform for na- 
tural gas about 30 km off the coàst of 
New Plymouth on New Zealand's North 


Island.. 
The cross-harbour tunnel, similar i mn 
scope. tó the Sydney harbour-tunnel 


contract awarded to a Kumagar-led con- 
sortium in March, 


form, around NZ$60-100 million. None 
of the projects has been approved by the 
appropriate New Zealand authorities, 
vet all are either on the drawing board 
or about to be proposed to the officials 
concerned. 

Kumagai has, typically, aligned itself 








` with top local New Zealand partners for 


each of these projects. That was the re- 


cipe for the company's success in Aus- 


tralia, where its contract value now ex- 
ceeds A$2.5 billion (USS$1.6 billion). 
and nearly A$3 billion if the controver- 
sial Sydney Harbour (8 
proceeds as planned, 

Tadao (Tony) Mitani, managing di- 
rector of Kumagai (NSW) presides over 


‘International pains 


A rising yen hurts the balance-sheet 


ENR's ranking of the world's top 250 
construction companies, up from 32 in 
1984. ENR measures only the value of 
contracts secured outside a construction 
company’s home country. 1 does not 
monitor profits. 

Kumagai's meteoric rise in the ranks 
of global constructors belies the com- 
pany's financial health. Recurring profit 
is forecast to drop in the year to 30 Sep- 


| tember 1986; debts are ballooning. As 


with Japan's manufacturers, Kumagai 
(heavily exposed overseas is being hit 
by the yen’s rapi eciation. The 
company has emb ۱ e 
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Another | 
statistic: Japan now has 39 firms in 


| 1985 Kumagai Gumi became 
the world's biggest non-US construc- 

tion company in terms of overseas-pro- 
ject value, according to the 17 July edi- 
tion of the US construction journal, En- 
gineering News Report (ENR). 

Kumagai's foreign-contract total of 
US$2.17 billion ranked it sixth in the 
world (tailing the US majors). 

Japanese construction companies' 
total value of contracts secured outside 
of Japan rose 58.9% to $11.6 billion for 
a world share of 14.3% 0, up 5.2 percent- 


age points. By contrast, US companies’: 
` total of US$28.2 billion represented a 


decline of 8.1% and world share of 
38.1% (down 3.5 points). 
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i d hat IHT scredit was co- 


HEW that the Exim Bank would be 
ery reluctant to be prepaid on its loans. 
5 Prevailing interest rates when these 
various loans were negotiated were in 
the 8.5-9.3% bracket, compared to the 
2.4% available now for government- 
guaranteed loans. zo 

. So far, it is understood that the Ma- 
an Government has not indicated 
itention to offer a guarantee on the 
loans, though several Japanese 
tks have submitted proposals assum- 
ig that-one will be forthcoming. The 


shi Kangyo Bank regarding a re- 
ry the Highway Authority, JKR. 


Hs due in December. JKR is 
to En the maturity of this 



























3 E will | be given. 
às clear that where sovereign loans 
ncerned, Japanese banks are fall- 

3 reach ce to lend money to 


piai certain to seed p 
mark of 20% of gross export re- 
this year, Japanese banks sub- 
scribed to more than 50% of the US$500 
million foreign syndicated loan signed 
on-9 October — the first time Japanese 
institutions have provided the majority 
- of a large non-yen loan to this country. 
|... According to figures released in par- 
iament recently by Deputy Finance 
Minister Datuk Sabbaruddin Chik, 
n accounted for 57% of the M$5.5 
llion in the country's gross borrowings 
luring 1985, compared with less than 
Yo from the US. Nearly M$3 billion of 
"this was used to repay or prepay existing 
"debt — most of which bankers estimate 
-to have been US or European in origin. 
` Taking into account the fact that at 
h es of last year, around 17% of Ma 
ta's total outstanding external debt - 
M$40. 24 billion (excluding short- 
rm net external liabilities of the com- 
rcial banks) was denominated in 
en, estimates that Japanese institu- 
ions now account for some 25-3095 of 
€ total do not seem exaggerated. 
Japanese bankers réckon that total 
-sector external borrowing — m- 
loans to the State oi Sis 






















With gross. nat ۱ nal: | produci 
ast by many to have fallen by as 
| as 5% by the end of this year, this 
es that external debt will have risen 
around 63% of GNP. compared with 
.6% last year. The central bank has 
recast a debt level of 58% of one for 
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The road-only tunnel would proba- 
bly link Wynyard Wharf on the city side 


| with Orewa Interchange on the North 


| Shore, though Mitani says this course 


could be modified. It would be built in 
segments on land, joined undersea and 
would rest on the ocean floor. As with 


| the Hongkong and Sydney cross-har- 


bour tunnels, the Auckland tunnel 
would be run by a company formedsby 
the partners, and tolls would repay the 
loans used to finance the project. 
Kumagai has discussed financing plans 
for the project with New Zealand insur- 
ance comparfies AMP and NZI, Mitani 
says, but admits there is some doubt 
whether Auckland-size traffic flows 
(only about 100,000 cars a day cross the 
existing harbour bridge) could produce 
enough revenue to service the prospec- 
tive tunnel company’s debt. 

Kumagai is not alone in wanting 
to build the tunnel. One of its partners 
in the Sydney tunne! project, the con- 
sulting engineers  Transfield, 
in May independently approach- 
ed the Urban Transport Com- 
mittee of the ARA, as did 
Fletcher Construction in late 
August. Although Fletcher is a 
partner with Kumagai — along 
with McConnell Dowell and the 
Danish consulting engineers 
Kampsax-Perhall — for the 
offshore gas platform, it has yet 
to join Kumagai for the tunnel 
project. 

But it will probably take the 
combined political weight. of 
Fletcher and McConnell Dowell 
to get official approval for an 
Auckland harbour tunnel. Dave 
Stanley, director of planning 
services for the ARA, describes 
the project as “a very difficult 
one to get off the ground." For 
one, it is ARA policy not to 
have a second crossing, Stanley 
says, partlv because sewage and 


within Japan's construction industry. - 
The company’s managing director, 


Moto Otsuka, admitted in a recent in- 
terview with Nihon Keizai that the 
search for some of the answers robs him 
of sleep. 

Otsuka gives the impression it would 
have been easier for Kumagai to confine 


its projects to Japan. “Do you know 


how much easier it is in Japan?” Otsuka 
asked Nihon Keizai. “We do not go 
overseas because we like to. Foreigners 
are so proud I can’t stand it. The French. 
act as if they are all descendents of 
Napoleon, and Italians and British as if 
their empires were still alive.” 

But he denied that Kumagai was 
causing trouble in foreign markets. “We 
create jobs. We develop regions. We 
get a big welcome because we go as far 
as looking after the finance for a pro- 
ject. The real worry is, how much can 
we do by ourselves?" — Bruce Roscoe 
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tween the problems of traffic con- 
gestion in the Sydney and Auckland 
harbour road-transport systems, and 
agreed to the commissioning of an 
Auckland harbour-tunnel feasibility 
study by Hpngkong-based consulting 
engineers Freeman Fox Internation- 
al. According to Freeman Fox, the 
A$40,000 study is’ in the “final 
stages." 

Freeman Fox appears to have been 
chosen for its experience in producing a 
study in 1974 for a second Auckland 
harbour-bridge crossing and its consult- 
ing role in the Sydney harbour tunnel 
project. Mitani says the company €x- 
pects to make a presentation of the 
latest study to the Auckland Regional 
Authority (ARA) between mid- and 
late October. 
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harbour. 


foreign-currency debt amounted to 
¥230 billion, 38% up on the total to 30 
September 1984. 

Operating profit in the 1985 financial 
year was ¥28 billion, dipping below the 
Y 30 billion level for the first time in six 
years. Analysts say Malaysian road 
work and Singaporean building projects 
are in the red, pushing the company into 
more developed nations. 

Kumagai this year has stretched its 
overseas representation to Paris and 
Amsterdam and won a string of con- 
tracts for construction in London, 
where it has purchased the London 
Central Post Office building for £45 mil- 
lion (US$65 million), for resale to Nom- 
ura Securities as the head office for its 
subsidiary Nomura International. 

Has the company moved too far, too 
fast? Taken on too much project risk? 
These are questions now being asked by 
Kumagai's own top management, and 
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by local media, some have turned into 
white elephants. Few if any have gener- 
ated the promised enerfy-cost savings 
or new jobs, and the oilgrefinery expan- 
sion is perpetually plagued by trade- 
union strikes. ۱ 
Now more often called “Sink Big,” 
these projects have made the present 
Labour Party government cautious of 
seduction by international contractors 
promoting projects with promised long- 
term benefits for the country. And New 
Zealand Prime Minister David Lange is 
still reaping a good amount of political 
capital by attacking National in opposi- 
tion for the folly of Think Big schemes. 
The flipside, however, is that New Zea- 
land's own top construction companies 
ino longer have gigantic energy projects 
to sink their teeth into, and they appear 
to be hurting at the squeeze on profits. 


1 is in seeking to revive work of the 
scale of the ill-fated Muldoon energy 
-rojects that Tony Parsons, à 
eneral manager of McConnell 
'"pDowell, approached Kumagai 
first in late April with the sug- 
gestion that the two companies 
might form a partnership. to 
build a road tunnel connecting 
Auckland with the city's mainly 
residential North Shore area. 
. "The Think Big period has 
finished. and the construction 
industry is facing a downturn," 
McConnell Dowell's business- 
development manager. Grant 
Campbell, told the REVIEW. 
Campbell makes no apology for 
the company's courtship of 
Kumagai. He says that for each 
Think Big project, the major 
contractor was a foreign con- 
cern. "We don't fear overseas 
operators. We recognise our 
limitations." 
McConnell Dowell had 
noted a strong connection be- 
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reached ¥1 trillion (US$6.5 billion). 


In the year ended 30 September | 


1985, Kumagai’s long-term debt rose 
68% to ¥86.1 billion, according to the 
databank of Japan’s top financial daily, 
Nihon Keizai Shimbun. Of this, capital 
raised for foreign construction and real- 
estate development by Kumagai’s main 
financing arm, Hongkong-based sub- 
sidiary Kumagai International, took 


more than half, or ¥ 46.6 billion, double | 


the year-earlier figure. 


unds raised through convertible 

-bond issues overseas to 30 Sep- 
tember 1985 amounted to US$80 mil- 
lion, double the 1982 level. Domestic is- 
sues in 1984 reached ¥20 billion. When 
bank loans aré added to such capital- 
market funding, the balance of 
Kumagai’s long-term debt as at 30 Sep- 
tember 1985 stood at ¥35 billion; the 
short term, ¥30 billion. Yen and 
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competition 


A Kumagai project in Australia 
runs into troubled waters 


By Hamish McDonald in Sydney x à 
Kimei Gumi has continued its 

record of success in avoiding the | - 
trials of competitive bidding with its | 
most ambiti8us engineering project in | - 
Australia, a traffic tunnel across Sydney | 
Harbour. P? 

But close to completion of a nine- |. 
month feasibility study with its local 
partner, the large engineering firm | 
Transfield, Kumagai is running into a |. 
groundswell of criticism and innuendo ~ 
about its favoured “direct-negotiation” — 


itself, meanwhile, has been attacked by 
several respected traffic and city-plan- 
ning experts. 

Mounting peak-hour traffic jams in 
the approaches to the existing Sydney | | 
Harbour Bridge. completed in 
1932, have impelled successive - 
state governments in New South . 
Wales to look at construction of a — 
new crossing. In many instances, 
studies were resurrected just be- 
fore election time, only to be 
buried again on cost and environ- 
mental grounds. 

A steep-sided sunken river val- 
ley, Sydney Harbour requires 
deep and long tunnels. Promon- . 
tories west of the present bridge . 
and dock area would give footing - 
for another large-scale bridge, but 
approach roads would cut a 
swathe through historic and at- 
tractive residential suburbs on 
both sides. T3 

The scheme taken up by 
Kumagai after an approach from : 
Transfield seems, at first glance at 
least, to avoid all these problems. | 
Announced with virtually no prior | 
— public inklings by the New South | 
Wales government in March, it also | 
had more certainty about it than any | 
previous proposal. 

With the country's biggest private | - 
bank, Westpac Banking Corp., | 
Kumagai and Transfield proposed an |. 
A$350 million tunnel funded by tolls | 
both from the new tunnel and from the | 
existing bridge, with perhaps 4 third of | 
the equity floated to the public once the — 
tunnel was in use. 3 

The present harbour-bridge toll of 20 | - 
A cents for a southbound crossing | 
(northbound free) would rise to 50 A |. 
cents in July 1987 when tunnel construc- | — 
tion would start, and to ASI in 1989. | 
Thereafter, it would be linked to infla- | 
tion. The state government would re- | 
tain 20 A cents, the rest going to the | 
consortium. The toll for the tunnel, to | - 
























133 


us uer 


There's no 


| approach to win contracts. The scheme 
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about to wage for the Auckland cross- 
harbour tunnel. New Zealand's strike- 
prone labour force does not make it at- 
tractive for proposals for construction 
work requiring both local labour and 
materials. Yet such a proposal is being 
formulated among Fletcher, McConnell 
Dowell, Kumagai and Kampsax-Perhall 
for a second Maui natural-gas platform. 

Engineers of Kumagai and Kampsax 
have developed what they call a hybrid 
offshore platform combining the main 
features of piled-steel structures and 
concrete-gravity platforms. Because of 
New Zealand's high unemployment 
rate (currently around 4.2%), the fact 
that the Kumagai-Kampsax platform 
would require about 25,000 m? of lo- 
cally produced concrete and a local 
workforce of up to 3,000 should hold 
immense political appeal. Kampsax- 
Perhall managing director Jens Hen- 
richsen estimates that around 8075 of 
expenditure for the concrete platform 
would be in New Zealand dollars. 

The decision on which platform to 
commission, or whether to build one at 
all, rests with Maui Development Co., a 
50-50 venture between the New Zea- 





land Government-owned Petrocorp, 
and the oil majors Shell (the operating 
partner), BP and Todd. Shell's New 
Plymouth office declined to respond to 
REVIEW inquiries, but the company is 


known to be especially wary of potential. 


labour unrest and is said to prefer hav- 
ing a steel platform fabricated (proba- 
bly in Japan, where the first platform 
was built by Nippon Kokan KK), towed 
to New Zealand and fixed to the ocean 
floor. Accepting that option would re- 
quire a minimum of New Zealand 
labour. 

A decision is expected to be taken in 
December, and the Kumagai-Kampsax- 
Fletcher-McConnell Dowell association 
is planning to make an unsolicited pre- 
sentation to Shell on the concrete grav- 
ity option this month. o 
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Auckland CBD: Kumagai's skyline. 
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water-supply facilities are mostly lo- 
cated in South Auckland and could not 
easily be expanded to met the needs of 
the bigger population agecond crossing 
would encourage to settle on the North 
Shore. 

Further, the prospect of a tunnel 
would inevitably reopen the political 
debate on tolls, which were removed 
from the Auckland Harbour Bridge in 
1984 at the insistence of North Shore re- 
sidents, who argued that the bridge was 
an extension of the national highway 
system. This toll, Stanley believes, 
would have to be reinstated to guaran- 
tee an even use of both bridge and tun- 
nel. In Sydney, by contrast, the existing 
harbour-bridge toll need only be in- 
creased to match the new tunnel toll. 

If Kumagai's chances of redirecting 
Auckland traffic flows are slim, it ap- 
pears much more certain to change the 
city’s skyline. A consortium of 
Kumagai, Australian engineers Rankin 

nd Hill, and architects Glossop and 
"han expect by December to complete 


"purchase of a 1 million ft? Auckland 


property for the construction of an 
eight-storey hotel flanked by two office- 
block towers, each of 10 storeys, with 
provision for parking 500 cars. 

Kumagai over the past six months 
has already paid the Prince Albert Col- 
lege Trust Board, owner of the site bor- 
dering Queen Street, Turner and Liver- 
pool streets and City Road, NZ$90,000 
to reserve the right to purchase, and 
Darcy Glossop, director of Glossop 
Chan, is confident that the consortium 
will be able to take possession of the 
property by the end of this year. An ap- 
plication for planning approval was filed 
with the Auckland City Council in Sep- 
tember. 


Duet of the hotel, commer- 
cial and retail centre, dubbed "City 
Two," could begin as early as March. 


- Kumagai wants to be prime contractor 


or the project, though its role, which 


"may include the provision of bridging fi- 


nance, is not yet final. Kumagai's par- 


ticipation comes as a result of an intro- 


duction to Glossop by John Rankin, of 
Rankin and Hill, and a director in Land 
Corp. Australia Pty. Corp. 

Undoubtedly the complex would 
be New Zealand's most modern, and 
the first to combine hotel, international- 
class shopping and office facilities. 
Glossop. who hatched the project after 
winning a design competition spon- 
sored by the site owner, says negotia- 
tions are in progress for management or 
ownership of the hotel with an interna- 
tional hotel chain with New Zealand in- 
terests, but he declined to divulge the 
chain’s identity. Japan Air Lines is be- 
lieved to be injerested in operating the 
hotel. 

The third project Kumagai has in 
mind for New Zealand presents the 
company with an even tougher political 
(and private) battle than the one it is 
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the suburbs. BY adding traffic capacity 
close to the exigting bridge, the tunnel 
would encourage more private-car use 
in the city centre and it would eventually 
become as choked as the bridge. An 
exhaust vent would spew tonnes of nit- 
rogen dioxide over high-density housing 
at Kirribili Point. | 

The lack of public tendering is also 
under attack. Both Wran and Brereton 
have steadfastly asserted the “moral 
right" of Kumagai-Transfield to under- 
take the project, as they had conceived 
it themselves. Mack said it was “reason- 
able" for the consortium to be given the 
design work, costing perhaps A$25 mil- 
lion, but wrong for the construction work 
to be reserved for it. “This is what makes 
the difference between a banana repub- 
lc anda civilised country.” Mack said. 


Evidence of some unease within the - 


State government itself came with the 


leaking in September of a letter to Bre: 


reton from Transport Minister Ror 
Mulock. The letter asked what under- 
takings had been given to the consor- 


tum, what tendering procedures were | 


proposed, why the eastern route had 
been chosen, on what basis had private- 
sector control been extended to 30 
vears, and what were the economic 
benefits and effects on transport flows 
of the scheme. | | E 
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Within four weeks, the "preferred 
route" had become a straight line east of 


the bridge, emerging just south of the. 


Opera House on the eastern edge of the 
CBD. The revised tunnel would be 
higher, to fit large vehicles, and have a 


fifth passing lane at the exits; The chief | 


benefit would be to "openghe wav" for | 


eventual demolition of the unsightly 
elevated freeway that takes traffic from 
the southern end of the bridge to the 
eastern suburbs. across the city's water- 
frontat Circular Quay. | 


he change would bring the capital 

cost to A$433 million. To meet this. 
the existing bridge toll would rise to AS] 
in-February, as soon as tunnel. work 
started, and the consortium would have 
control of revenues for 30 years instead 
of the previous 15. Although the feasi- 
bility study will not be finished until 
November, and an environmental im- 
pact statement will then be required, 
Brereton declared himself “confident” 
the tunnel would proceed. 

Criticism on several counts has been 
mounting, however, from respected fig- 
ures such-as Norta Sydney Mayor. Ted 


"Mack and traffic engineer and professor 


Ross Blunden. They say that the pre- 
sent bridge is adequate 21 hours a day 
and that peak-heur congestion has 
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| day). Describing the concept as “very | 


eeded by former health minister Bar- | 
rie Unsworth. Around this time. Minis- | 
er for Public Works Laurie Brereton, 






technique similar to that it employed in 
; Hongkong's cross-harbour tunnel: low- 
erigg prefabricated tunnel sections into 
a trench dredged on the harbour bot- 
tom. The 2.4-km tunnel would descend 
the harbour from the expressway 
eding the bridge on the north side, 
TOSS the harbour just westfof the bridge 
n a curve, and emerge on a little-used 
dockside road west of the central busi- 
ness district (CBD). ۰ ۰ as 

. The tunnel would carry about 60,000 
'ehicles a day, about 30% of the esti- 
nated cross-harbour traffic in 1991 (the 
bridge now takes about 175,000 vehicles 








xciting.” then New South Wales pre 
amier Neville Wran said: “I am ex- 
tremely confident it will come to frui- 
tion." | m 

. Three months later, Wran an- 
nounced his retirement and was suc- 
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depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
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in the world and deemed essential reading for + 
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tional Research Associates (HK) Ltd. 

Heview subscribers are primarily top manage- 
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astounding value, a wise investment. - 













FINCASOL 

The property experts 
in Southern Spain 

—— will be in the Far East 

n November, offering a wide range of coastal and 

. country property in this beautiful and sought 

l after region, including: 


CENTRO SOTOGRANDE - Our exciting 
new commercial centre for business and 
leisure plus residential accommodation, on the 
Sotogrande estate, 20 minutes from Gibraltar. 
CASAS DEL SENORIO DE MARBELLA - 
Luxury development set in water gardens and 
courtyards on Marbella's exclusive Golden Mile. 
. . An elegant, top-flight investment. 
S HIDALGOS — Apartments, townhouses 
las, sea views, between Gibraltar and 
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Chan's Midas touch 


used the mailing address of the PPP's 
post office box in the capital. 

The oppgsition has accused Chan of 
a conflict of interest because his inter- 
vention in the share issue was followed 
by large purchases. The hottest political 
potato relates to the three Chan com- 
panies allowed the maximum 150,000 
shares. Dozens of other companies and 
thousands of individuals — some only 
seeking, for example, 1,000 shares — 
had their requests cut in half. The oppo- 
sition is also claiming that Chan took ad- 
vantage of the new policy on commer- 
cial bank loans to borrow for his own ac- 
quisitions. 

“In any other government, Sir Julius 
would be clearing his desk and packing 


* 


COLLEENRYES 


his bags now," said the deputy opposi- 
tion leader, Father John Momis, on 12 
October. “He must resign and resign 
quickly or be sacked by the prime minis- 
ter." 

Chan has said the shares purchased 
through family companies and asso- 
ciates were sold towards the end of Au- 
gust to help fund his party's election 
campaign and cover certain business 
debts. He said the shares were obtained 
through normal channels and he had not 
received preferential treatment. Chan 
also maintained that he had used his 
own companies rather than trying to be 
“sneaky” and disguise his interests. 

As finance minister, Chan is now in 
the process of putting the final touches 
to an austerity budget to go before parlia- 
ment next month. The opposition is 
expected to dovetail criticism of the 
budget with claims that Chan is more 
concerned about his own welfare than 
that of the country. Despite the political 
damage caused by the shares scandal, 
Chan is likely to fight it out in the parlia- 
ment by refusing to resign. 11 


Chan: political storm. 


The finance minister is linked to a gold-share scandal 
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By lan Andrews in Port Moresby 


Fo the first time, the political career 
of Papua New Guinea Deputy Prime 
Minister Sir Julius Chan has come under 
a cloud. Chan, who is also the finance 
minister, has long been regarded as a 
man upon whom good fortune smiles. 
After one term: as prime minister in 
1980-82, he has been making plans for 
winning the top job again at the general 
election next year. 

However, the recent revelation that 
he acquired 600,000 Placer Pacific gold- 
mine shares through family companies 
and another 200,000 for his People’s 
Progress Party (PPP) has stirred up a 
political hornet’s nest. 

Placer Pacific operates the Kidston 
sold mine in Queensland and controls 

he potentially rich Misima and Porgera 
gold deposits in Papua New Guinea. 
Earlier this year, the company indicated 
an intention to release up to 12.6 million 
shares for sale in Papua New Guinea as 
part of a 128.6 million share float in Aus- 
tralia (REVIEW, 17 July). Because of a 
huge demand for shares in Australia and 
uncertainty about interest in Papua New 
Guinea, the amount to be issued here 
was reduced to about 3 million shares. 

Chan, backed by Prime Minister 
Paias Wingti, demanded that more 
shares be made available. Placer reluc- 
tantly agreed to redirect shares from 
Australia and in July 11.7 million shares 
were offered. Chan declared he wanted 
individual Papua New Guineans rather 
than companies to be given priority. He 
ordered the Bank of Papua New Guinea 
to relax foreign-exchange regulations to 
allow individuals and companies to pur- 
chase up to 30,000 and 150,000 shares, 
respectively. Chan also told. com- 

iercial banks they should be willing to 
. »nd money for share purchases so the 

country could take full advantage of the 
opportunity. 

The high expectations were met on 
21 August when Placer Pacific shares 
jumped from A$1 (64 US cents) to 
A$2.50 on the first day of trading. 
Rumours began circulating in Port 
Moresby that a number of politicians had 
made windfall gains from large Placer 
acquisitions. Chan dodged a question 
in parliament about politicians being in- 
volved in an alleged share racket. 

However, computer records showed 
that three Chan family companies — 
Chin Pak, Misimuk Distributors and 
JST — were allocated the maximum of 
150,000 shares each. Two other com- 
panies of which Chan is a director — Is- 
lands Helicopter and Vanmak Toby — 
received a total of 150,000 shares. In ad- 
dition, 14 staff and associates of Chan 
were awarded more than 200,000 
shares. All these individual applications 
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the c Philippines; 


books. No repayment of principal on 


pines has been made since a 
moratorium on payments on maturing 
debts was declared in October 1983. In- 
vestors can use the swap as a way of ob- 
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speculation. 

So far 17 applications for approval of 
swap deals worth a combined US$150 
million have been made, and only one, 
by a US multinational, was. rejected on 
the grounds that the. project was not in. 
line with official investment priofities. 
It is estimated that about US$50 million 
in new investment will be approved by | 
the CBP this year, which would be ii 
keeping with IMF-imposed ceilings ۰ 
money-supply growth. 


Attende Ae jreDeg iet trm سم تسده وس‎ av EANA EMI tan Lo mg e یس چا سید‎ B rN 


i 
he success of the programme ulti- | 
mately depends on the govern- | 

ment's ability to bolster investor confi- | 
dence in the crippled Philippine econ- | 
omy. After declines in gross domestic | 
product of 5% in 1984 and n in 1985, it 
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! obvious appeal for bankers and. invest- 
| ors alike. For cfeditors, it provides the 
| Opportunity to clear bad debts off their 


| outstanding loans made to the Philip- 


| taining pesos at a discount. Banks also 
| earn healthy fees as debt brokers, and 
| some large US banks are holding pur- 
| chased debt in their inventories as a 
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The Philippines’ debt- -for-equity scheme gets underway 


nated foreign debt to be repaid in pesos, 
which then must be used fdr new equity 
investment in the Philippines. The CBP 
plan, outlined in its Circular No. 1111 
released on 4 August, came in response 
to the existence of a secondary market 
in Philippine-debt paper which has been 
trading at a discount of 28-3596 in over- 
seas financial centres for more than a 
year. 

The programme is aimed at en- 
couraging investment in priority areas, 
while simultaneously reducing. the 
country's foreign debt. The government 
also hopes the plan will encourage the 
repatriation of Filipino capital which 


fled the country during the later years of | 


the Marcos regime. "The government 
hopes the swap programme eventually 
can become a conduit for its privatisa- 
tion plans, enabling an investor to use 
cheap pesos to pick up assets at fire- 
sale prices. But so far the focus of the 
swap on new rather than existing assets 
has put this aspect of the scheme on 
hold. 
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a" New timber 


China’s open policy provides 
a new frontier for the 
timber industry. Her 
enormous market, 

huge ی‎ resources and forest reserves create 
unique international marketing opportunities 


| Ace Subscriptions will attract a substantial 
discount: Fill in the coupon or contact Cotchell Pacific 


Please send me a brochure: on. the Cotchell Report 
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Send this coupon to Cotchell Pacific, 41/F Hopewell Centre, 183 Queen's Road, i 
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: By Freddie Balfour i in Manila E? 


۱ first group ‘of investments to 
x "qualify under the Philippines debt- 
|. for-equity swap scheme were approved 
. by the Monetary Board of the Central 
. Bank of the Philippines (CBP) at the 
end of September, marking the start of a 
programme which monetary authorities 
` hope may shave as much as US$500 mil- 
lion from the Philippines’ US$26.3 bil- 
lion foreign debt over the next two 
. years. 

'. The seven investments, worth a com- 
bined US$10.75 million, include pro- 
. jects by Bank of Philippine Islands, Ag- 
ricultural Development Bank, Cargill 
Seeds Inc., Philippine Cinter Corp. (a 
subsidiary of Kawasaki of Japan). Ster- 
ing Drugs, agricultural-chemical group 
merican Cyanamide, and the Mor- 
mon Church, So far the bank has re- 
fused to reveal any: details of the invest- 


à after. “similar schemes 


erating in Mexico, Chile and Argen- 
ina, Pas تقد‎ enables the holder 
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swap of their- n deb 
Since this option does nc 
generate. any. new inves! 
ment, it is unlikely that th 










the ponn 
Bank, before the + 

of the swap programm Be 
the First National Bank 
.اسب‎ Chicago and European K 
Bank are interested in acquiring 40% € 
the Pilipinas Bank; First National Bai 
IS negotiating to 0 
USS$15 million of its US$73 million 
outstanding. loans by acquiring. a 40° 
interest in the Commercial Bank; w 
the Bank of Hawaii, the Pratt Group 




























shopping for a stake in local banking 
Under the CBP plan, swap inves 
ments fall into two 9 The firs 
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5 Years: 
+ 35 2.9% 
Tu 252. 196. 





"of. Boston 


- Australia and First Pacific Bank 
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-1 Year 
+ 134.4% 
+ 151.8% 
+ 40.1% 
"b 104. 1%" 
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Philippines. The Japanese, with out- 


standing loans totalling more than US$5. 


billion, are blocked from participating 
in the swap by Japanese Ministry of Fi- 
nance banking regulations. 


Bankers say that the majority of in- . 


vestors taking advantage of the swap 
programme are Filipino Chinese. 

¿For banks with heavy loan exposure 
of their own, a swap provides the oppor- 


‘tunity to establish off-shore facilities by 
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JF Pacific Securities Trust 
JF Currency and Bond Fund 


JF Continental European Trust 
All figures are net asset values in US$ as at 25/9/86. 
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act further. this ۱ year, : 
fsetting earlier optimistic 
forecasts that g growti was re- 

dne. 0 







that ME ime > 
monetary constraints have 
resulted ۱ in a much healthier 












dike to Finance 
Jaime Ongpin, 
$14  bilion in 


bt could- qualify 
ap, but analysts say 
tore than 10% of 
fount is actually for 
sale: Although there are 483 
| foreign banks with loans to 
| the Philippines. about 90% 
of the debt is held by major 
US Hanks. Because of their 
۱ large. exposure, they are 
f selling their debt paper “as they 
| 9 banking regulators may change 
"s {dirent practice and require them to 
write down all similar outstanding loans 
on their books. 
Sources of debt paper are the smaller 
US banks and West German and Singa- 
` pore banks, which according to a Man- 
. Ma banking source are acting under gov- 
. ernment instructions to unload a com- 
bined US$200 million exposure to the 












The: investment group with 0993, 000,000,000 under advice and. management. 
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EEC says US and Japan want to control world micro-chip trade 


for its imports of semiconductors in 
1985, of which just under half was paid 
to the US. A dramatic price rise for 
non-US sourced chips could therefore 
strike a fatal blow to Europe's fast- 
growing computer industry. 

Trade experts in .Brussels say 
the agreement includes "secret clauses" 
allowing US exporters to double their 
current 10% share of the Japanese mar- 
ket over a period of five years. 


> Guy Sacerdoti writes from Hongkong: 
An official of the American ElectTonics 
Association (AEA) called complaints 
by the EEC over the US-Japan 
Semiconductor Agreement “loose talk 
and “a lot of name calling." 

Much of the controversy over the 11 
October agreement — whereby the US 
Department of Commerce assigned 
new so-called fair-market values to Ja- 
panese exporters of 256K .dynamic 
RAM chips (DRAM) — resulted from 
misinterpretation of the arrangement. 
according to the official. 

Under the agreement, the Depart- 
ment of Commerce informs Japanese 
exporters quarterly of the fair market 
prices for individual products from 
specific companies. The prices are de- 
termined from changes in costs due to 
exchange rates, labour, production and 
accepted profit margins. The set prices 
apply only to those chips destined for 
the US market. The official said the 
only way the semiconductor agreement 
could possibly affect Europe is if Euro- 
pean assemblers purchased chips in 
Japan for marketing in the US. 

But, despite the Department « 
Commerce's statements that the agrec 
ment covers finished products using the 
chips which enter the US market, the 
AEA official says the agreement 
“covers loose chips, not finished 
goods.” This leaves an advantage for 
DRAM buyers with assembly opera- 
tions overseas. 

Although the prices transmitted to 
Japanese exporters on 11 October have 
not been formally announced, officials 
understand that they range from 
US$2.50-4 a DRAM chip, significantly 
below the fair market values originally 
set when the agreement first came into 
effect on 31 July (REVIEW, 9 Oct.). Ja- 
panese prices prior to the agreement 
averaged about US$2 a chip. 

Still, the new prices remain 25-100% 
above pre-agreement costs to chip users, 
and assemblers which use the chips 
will undoubtedly seek ways around the 
agreement or investigate moving their 
operations out of the US. 
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By Shada Islam in Brussels 


T three-months-old US-Japanese 
agreement on semicÓnductors is 
being angrily contested by the EEC. 
The deal, which ended a major dispute 
on the alleged dumping of Japanese 
micro-chips in the US, “contains ele- 
ments which contradict world rules on 
free trade and threaten the legitimate 
interests of the EEC,” said Willy de 
Clercq, the EEC Commissioner for Ex- 
ternal Relations. 

The commissioner argues that the 
deal — which the EEC says requires the 
Japanese to raise micro-chip prices 
worldwide and to allow the US and 
other countries a larger share of the Ja- 
panese market for these products — re- 
presents a blatant attempt by Tokyo and 
Washington to control the world market. 

"It's hardly normal that prices in this 


. sector should be arbitrarily fixed by the 





. US and Japan,” said de Clercq, who has 


just asked the Geneva-based General 
Agreement on Tariffs and Trade sec- 
retariat to start consultation proceed- 
ings which would force Washington and 
Tokyo to divulge more information 
about the deal. EEC officials say that 
such consultations are a necessary pre- 
liminary step before they can file a for- 
mal complaint under Gatt. 

The community fears that the US-Ja- 
panese accord will lead to an "arbitrary 
increase" in  micro-chip prices in 
Europe. In the US, prices for Japanese 
chips shot up by as much as 60095 after 
the agreement came into effect. 

Unlike the US and Japan, where 


micro-chip imports account for only 


24% and 11%, respectively, of total 
domestic consumption, imports account 
for 59% of the EEC's micro-chip con- 


sumption. The EEC paid US$2.7 billion 
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include any equity investment in. a 
Philippine enterprise directly engaged 
in export, the production and process- 


ing of agricultural goods; the provision 


of health care services and education as 
well as construction of related facilities. 
low-income housing, and a list of prior- 


| ity investments outlined by the Board of 


Inyestments. All transactions are sub- 


| ject to a 5% conversion fee, based on 
_ the peso value of the loan. No capital re- © 
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a -defir ed as S hedule Two investments, | 


M. 


(] 


| payment may take place during the first 


are no limitations on the payment of di- 


vidends provided the investment shows 


à profit. 


A! other approved investments fall 


under Schedule Three, which carry a ` 


10% conversion fee, a five-year restric- 


| tion on the repayment of capital, and a 


four-year stay on dividends. In addi- 
tion, Schedule Three investors must 


| provide the equivalent of 1096 of the 


face value of the loan in fresh funds. An 


| investor in either type of investment 
| | may sell its interest after two years, and 


. three years of investment, while there ` 


j 
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-| all investments must comply with the 
.| country’s restrictions on foreign owner- 


| ship, which is 40% in most industries. 


Investors complain that the conver- 


sion fee is a disincentive that runs 


| counter to the programme's aim of at- 


tracting new capital. But the CBP feels 


- | entitled to part of the windfall accruing 


to purchasers of the discounted debt, 


. pointing out that similar fees are levied 


in Latin American countries which oper- 
ate debt-swap programmes. The fees 
also apply to creditors who convert their 
own debt paper into equity, therefore 


not availing themselves of the dis- 


counted pesos. Despite this, one such 

case has already come up, in which the 

project was approved and the fee paid. 
The debt-swap. programme has 


| drawn much interest from overseas in- 


vestors, and spawned plans for a 
number of mutual funds based on the 
Hongkong-based Thornton 
Management (Asia) is teaming up with 
a West Coast US bank and Anscor Cap- 


| scheme. 


| ital and Investment Corp. of Manila to 


three 
months, mainly in Europe and the Far 


| East, for a close-ended mutual fund de- 


signed to undertake investments 
through the debt-swap programme. 
In the US, moves are under way fora 


fund targeted at tapping the resources: 
.| of the more than 1.3 million Filipino- 
| Americans. Filipino Sixto Roxas, former 


chairm@&n of American Express Banking 


۱ International, is heading the Filipino 


Recovery Economic Enterprise Man- 
agement Corp., through which he hopes 
to raise US$25-100 million. Incorpo- 
rated in the US, the fund requires a 
US$10,000 minimum investment, and 
will invest in US companies doing busi- 
ness in the Philippines as well as participat- 
ing in new investment projects with 
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. pesos acquired through the swap. 


raise US$10 million within 
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Saitama Bank. 





Trade financing? Syndicated loans? International securities? 
In these and other areas of international banking Saitama Bank 
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For half a century, 
our zippers have 
shaped the world's 
fashions. And today, 
our aluminum 

| building products 
are transforming 

the environments 
around us. 





Wherever you go, 
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part of your life. 
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YKK ZIPPER (THAILAND) CO, LTD. 
MALAYAN ZIPS SDN. BHD 

YKK ZIPPERS (SINGAPORE) PTE. LTD 
Sri-Lanka Branch 

YKK INDUSTRIES (SINGAPORE) PTE. LTD 
PT. YKK INDONESIA ZIPPER CO., LTD 
YKK ZIPPER PHILIPPINES INC 








YOSHIDA KOGYO K.K. 


1, Kanda Izumicho, Chiyoda-ku, 
Tokyo 101, Japan 
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nd other activities to ۱ 
European investment. But for some 
reason, this wa$ dropped. Instead, it was 
agrced that the EEC authorities should 
authorise a comprehensive review of na- 
tional- and community-level agencies in- 
volved in trade and investment promo- 
tion, to increase the effectiveness of the 
European presence in the region and 
give European firms "support compara- 
ble to that available to their counterparts 
in the US and Japan.” 

Asean representatives failed to se- 
cure consent from their EEC counter- 
parts on a proposal to seek official fi- 
nancial assistance — specifically, the 
provision of risk capital for small Euro- 
pean firms intending to establish joint 
ventures with Asean partners. But they 
did manage to raise the status of Asean 
for future entitlement of any such Assist- 
ance to the same level as Latin Ameri- 
can countries, which host a far greater 
EEC presence. | 

It was agreed to note the Asean pro- 
posal to include a new article in the draft 
EEC budget for 1987, “to promote com- 
munity investment in Latin, America 
and Asian developing coun- 
tries in the context of econo- 
mic and trade agreements." If 
the proposal is approved, funds 
will be used for feasibility 
studies and to cover short- 
term loans or risk capital, re- 
payable inthe event of success. 

Noting that the reasons be- 
hind the comparative weak- 
ness of European investment 
_ inthis region are deep-seated, 
the report said direct Euro- 
pean investment in Asean re- 
presents only a tiny propor- 
tion of their total direct in- 
vestments abroad. "[Euro- 
pean] companies tend to pre- 





dustrialised West even mor 


^| developed countries 


Beneath this scenario is an invest- 
ment pattern tied to colonial-era links. 
“It is no accident that the British and the 
Dutch are the principal European in- 
vestors in Asean, noris it at all surprising 
that 80% of British directinvestments in 
the area are concentrated in Malaysia 
and Singapore, nor that Dutch direct in- 


vestment is principally in Indonesia.” 


The report concluded: “Turning the 
tides of decades and in certain cases cen- 
turies of historical evolution, reinforced 
as they are by more gereral geopolitical 


factors, will not be a simple task. It will 


require major efforts by all concerned 
to increase significantly investment 
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flows from the EEC to Asean.” 








attract more European. investment. 
Whether a common market will be. de- 
veloped is up to the higher authorities in 
Asean to decide.” The group comprised | 


0 
| 
| 
۱ 
| 


vestment authorities of. Asean and the 
Asean Chamber of Commerce and In- 
dustries, with private bankers ànd in- | 
dustrialists on the European side. | 
Restrictions placed on foreign in- | 
vestment in certain sectors, rules gov- 
erning local participation in capital and 
management, and the difficulties im- | 
posed on capital transfers or repatria- | 
tion of profits were cited as other major | 
disincentives, While noting that Asean 
countries are trying to improve the in- | 
vestment climate, the report said | 


| 
| 


further steps.must be undertaken. 
The report also relayed the concern | 
Europeans express over counterfeiting 


E kn a tern rm s‏ رسد 


in Asean countries. "It is moreover pre- 
cisely in the advanced technology sec- 
tors in which all Asean states are look- 
ing for outside investment that lack of 
confidence in the authorities' ability or 


to uphold . 
trademarks and copyright regulations is 
of greatest consequence. . .” 


ccepting the fact that Japan and the 

US have invested more in the region 

— and acknowledging that the problems 

are not entirely a matter for Asean policy- 

makers the report recommended 

European policy initiatives in three pos- 

sible areas: the improvement of informa- 

tion about investment opportunities, fi- 
nancial issues and training schemes. 

The working group considered a pro- 





' representatives from the respective in- | 


willingness 


ade barriers is easier said than done, in - 1 


| 
| 
| 
| 








Although it theoretically makes | 


lirectly from the | 


‘the region and export it from one | 


irket, it should adopt the EEC 
lel. This, in turn, would encourage 
re European investment in Asean. 

^ The recommendation is one of sev- 
eral in a recently completed report by 
thé Asean-EEC high-level working 
party on investment. Spurred by a com- 
mon desire to bolster the comparative 
weakness of European investment in 
this region — in relation to the stronger 
Japanese and US presence — the study 
was commissioned by the Asean-EEC 
ministerial meeting on economie mat- 
. ters held in Bangkok fast year (REVIEW, 
` 31 Oct. '85). Its contents will be discuss- 
ed at the Asean-EEC foreign ministers’ 
meeting scheduled in Jakarta on 20-21 
October. ۱ 








































ense, the removal of intra-regional 


view of the differing approaches within 
Asean. Indonesia understandably has 
been opposed to the idea of an Asean 


with goods from more competitive in- 
| dustries in neighbouring countries. The 
Indonesian position was reiterated at a 
Manila meeting of the Asean economic 
ministers in August. Moreover, there is 
scepticism in many regional quarters 
i over the EEC experience with farm pro- 
i ducts. 

The report made clear the relation- 
ship between the existing intra-Asean 
market situation and the attitudes of 
European investors. "That Asean is not 
¿a single market, but for all intents and 
purposes six separate, national markets 
As often cited by EEC representatives as 
the single most important disincentive 
-to investment . . . As a result, European 
companies sometimes find it more 
"conomical to import d 


iome tountry to. an Asean member 
tate than to manufacture the product in 





member state to another," it said. 

. . Sources told the REVIEW that the In- 
donesian representative on the workin g 
- group raised no objection to the propo- 
sal that Asean should study the EEC ex- 
perience. Commented a Thai member 
of the group: “We were basically con- 
cerned with seeking ways and means to 
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reliability record of better than 
99.896, so more passenger miles 
produce more revenue from CFM 
customers every cay. Fewer 
spare engines need be purchased. 
In the newest generation CFM56 
engine, savings on maintenance 
alone are nearly 2 million dollars 
per aircraft during the first ten 
years of service, when compared 
to other engines in its class. Fuel 
burn in CFM56 engines has 
improved 18% anc on-going 
product improvement programs 
will ensure that the CFM56 
remains highly competitive 
throughout its life. 
» The CFM56. The quiet 
engine that's a sound 


iN. investment. Backed by 


® General Electric U.S.A. 
|. and SNECMA of France. 


CFM5é. 
MILLIONS OF MILES AHEAD. 













CFM56 ENGINES, 
OUR OPERATING — 


COST IS ONE 
FOR THE BOOKS. 


Whenever the direct operating 
costs (DOC) of CFM56 engines 
are tabulated and touch down 
on the desk ofthe chief financial 
Officers at our more than 50 cus- 
tomer airlines, it's another series 
of smooth landings. Because 
CFM56 engines are proving to 
deliver everything CFMI 
promised. 

Utilizing the technology 
derived from the most recent 
research and development 
programs, including the 
GE/NASA Energy Efficient 
Engine, CFM56 engines 
provide low risk and high 
reliability, essential 
ingredients to com- 
petitive airline ser- 3 
vice. CFM56 engines # 
have a dispatch &: 





cfm CQ international 


A JOINT COMPANY OF SNECMA, FRANCE AND GENERAL ELECTRIC COMPANY, U.S.A. 
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In October 1984, our German subsidiary, 
tandard Elektrik Lorenz, won a significant, 5-year 
contract for a turnkey transmission project 
in Malaysia. 
A project involving analog and digital trans- 
mission throughout Malaysia. 
And in addition, it called for technology trans- 
er, creating many new jobs. 
The specifications were extraordinary: 
| 2500 radio relay transmitters and receivers, 250 
towers, optical fiber cables, 100 diesel power 
| generator stations and six solar power stations— 
| along with buildings and roads. 
And we promised to train local technicians. 
So when we turn the whole network overto  - 


abatan Telekom Malaysia in 1989, they'll be full 
equipped to carry on. 

AtITT we're old hands at working alongside 
local partners in designing and building facilities 
that meet local conditions. 

And then, transferring the technology that's 
needed to keep everything running smoothly. 

It’s something we've done more of than any- 
body else in the world. 

Which is something to remember if you're 
looking for anything in telecommunications— 
from switching systems to digital PABXs, from _ 
transmission networks to personal computers. _ 

If you're looking for the p 
right partner, look no further. 














© 1986 ITT Europe, Avenue Louise 480, B-1050 Brussels, Belgium. 





‘LILY’ BRAND EDUCATION PRODUCTS 


AND STATIONARY FROM ANHUI 
‘Lily’ Brand model ‘718’ iriditim-point pen is 
one of the finest and most demanding writing 
instruments in the world. 





= id 1۳ 'Lily' brand and *Huang Shan' brand are both 
۱ in ein high demand in world markets. 


The other export products include: ‘Lily’ 
brand colourfast carbon ink, drawing pen, 
paper clip, staples, pencil sharpener, paint 
brush, fountain pen and ‘Wen Shi’ brand 
model ‘904’ signing pen, etc. 





Please write today for full details. 


CHINA NATIONAL LIGHT INDUSTRIAL 
PRODUCTS IMP. & EXP. CORPORATION 
ANHUI BRANCH 

Imp. & Exp. Building, Jinzhai Road, Hefei, China 
Tel: 61447 Cable: INDUSTRY HEFEI 

Telex: 90016 AHIND CN 








FASHIONABLE KNITWEARS FROM ANHUI 


‘Fanli’ brand knitwears are selling well in the world and have an 
excellent reputation in worldmarkets. 


They are characterized by their fashionable styles, colourful 
patterns, top quality and superb workmanship. 


Various knitwears made of pure cotton, T/C and synthetic blended 
fabrics are soft and comfortable to wear. 


The principal export commodities are: undervests, sweaters, terry 
cotton garments, pyjamas, stretch singlets, briefs, cotton wool 
garments and sportswear. 


They arein a complete selection of fine quality, fashionable design 
and available in many sizes. 


Enquiries and orders are most welcome. 


CHINA NATIONAL TEXTILES 1/۲ CORP. ANHUI BRANCH 
Import & Export Bldg., Jinzhai Road, Hefei, Anhui, China 

Tel: 01927 Cable: CHINATEX HEFEI 

Telex: 90015 AHTEX CN 
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ng a copier. 


The right features 
for any business 
need 


No matter what size your busi- 
ness, Sharp has a copier with the 
right features for your particular 

needs. And that includes the 
SF-7100, a compact copier for 
less demanding copying needs. 
Designed for economical copy- 
ing, the energy-effieient SF-7100 
provides an impressive array of 
praetieal and easy-to-use func- 
tions for smaller businesses and 
large departments. 


SF-7100 
Practical Functions in 
a Compact Copier 


e Automatic Exposure Control + Two- 
sided copying * Simplified book copying 
* Power Save key * Simple 

operation. 


























*Photo includes optional devices. 
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Please rush more answers about Sharp's 
JSF-9500( 15۲-8600] 015-0 
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: 

Name: k ۱ i 
Company: : 
Title : i 
i 
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Address: 
Tel. No. : 
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“The right size copier can help increase © 
the size of my business.’ 


SHARP FOR SURE. 


| The right copier—and the right employee— 
for every job. That's Sharp business.'' 


The Sharp business tactics of selecti 


We've got the edge. 


SHARP 


SHARP CORPORATION, JAPAN 


€ SRI LANKA: BROWN & COMPANY LIMITED 


P O. Box 200, 481, Darley Road. Colombo 10 Sn Lanka 


Tei: 91171(8 lines) 


€ BANGLADESH: UNIVERSAL BUSINESS MACHINE LIMITED 
Al-Haj Mansion(3rd Floor), 82, Motijheel Commercial Area 


Dacca-2, BANGLADESH 


Phones 257123, 257124, 237124, & 237126 
Telex 64-2498 UBM BJ 
Cable Saroja. Dacca 


€ PAKISTAN: BUSINESS INTERNATIONAL 
Neison Chambers. P.O. Box 681 ۱۱۰ Chundrigar Road, 
Karachi-Pakistan Tel: 214922 213548 


* Please contact your local Sharp distributor for 
further information. 


9 MALAYSIA: SHARP-ROXY SALES & SERVICE 
COMPANY (M) SON. BHD 


Lot 16, Jalan 223, Section 14, 46100 Petaling Jaya, Selangor, 


Malaysia Tel: 7571477 (8 lines) 
Sales/Service Center: 
Penang: 409, Jalan Burmah, 10350, Penang 
Tei: 22660, 22954 
Ipoh: 64-64A, Jalan Tun Abudul Razak, 30100 Ipoh, Perah 
Tet: 546846, 546984 
Johore Bahru; 5 & 7 Jalan Sutera Satu, Taman Sentosa 
80150, Johore Bahru. Tel: 336353, 336473 
Kuantan: B-2008, Jalan Air Putih, 25300 Kuantan 
Tet: 520055, 520431 
Malacca: 387 & 387A, Taman Pringgit Jaya, 75400, Malacca 
Tei: 229218, 229219 
Kuching: Lot 7008, Ground Floor, Jalan Pending, 93450 
Kuching. Tel. 488281 
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Creative business 
tools for higher 


productivity 


With impressively fast copying 
speeds and versatile functions, 
Sharp copiers are highly- 
productive tools for managing 
today’s tremendous range of 
business information. Sharp 
copiers are also tools for better 
communication, with a variety of 
creative functions that can help 
you to produce more effective 
and persuasive documents. 


SF-9500 

High Quality Copying 
۰ 50 copies per minute copying 
speed ۰۶ Standard semi- 
automatic document feeder 
۰ "Auto- magnification” 
zoom copying from 64 
—141% of original size 
* Four-way paper feed 
system «Copy edit func- 
tions include image 
trimming, image 
centering, margin shift 
and dual-page copying 
* Colour copying in black, 
red, blue or brown. 


SF-8600 
Automated Copying for 
Fewer Mistakes 


* Automatic zoom ratio/copy paper 

selection ۶ 33 copies per minute copy- 
ing speed * Dual-page copying * Colour 
copying in black, red, blue or brown. 


€ TAIWAN: AURORA CORPORATION 

8th FI. No 148, Sung Chiang Rd.. Taipei, Taiwan 

Tel: (02) 5639971 (10 lines) 

® THAILAND: THE BANGKOK TRADING CO.. LTD. 

995-999 Charoen Krung Road. Pitsien Bridge Bangkok 5 
Thailand Tel 234-5093 

© THE PHILIPPINES: DATACOM SYSTEMS CORPORATION 

No 65 Buendia Avenue. Makati. Metro Manila, The Philippines 
Tel: 815-24-73. 815-24-74. 815-24-11, B15-18-73 

® HONG KONG: ROXY ELECTRIC CO..LTD 

Room 1701-1710. Admıralty Centre. Tower 1. 18 Harcourt Road. 
Hong Kong Tel 5-82293 (16 lines) 

© SINGAPORE: SHARP-ROXY SALES (SINGAPORE) PTE, LTD 
100G Pasi Panjang Road SINGAPORE 0511 Tel: 4731911 
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From its inception, 
ATOCHEM has asserted 
itself as a decisive determined 
organisation with confidence 
in the future. 


Its philosophy : team spirit, 


efficiency and performance. ATO CH E Y 


Its main trump card : p groupe elf aquitaine 
the quality of its products and Esc AND 


of its persbnnel. 
4, cours Michelet 


La Défense 10 - Cecex 42 
92091 Paris La Défense (France) 
Tél. (1) 49.00.80.80 - Télex : ATO 611922 F 


Men of action, 
like Erik Boulard. 


ATOCHEM ۰ THE WAY FORWARD 
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30 Electrical and Electronic companies, 
2 Freight Forwarding agencies, 7 Printers 
and Publishers, 3 Paper Mills, 6 Transport 
companies, 3 Packers, 2 Robotic Engineer- 


ing companies, 16 Precision Engineering 


groups, 25 Mechanical Engineering works, 
8 Computer companies, 26 Business and 
Secretarial services... and a man who 
makes printed circuit boards: 


A -ai ۹ 
2 ` 
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Glenrothes has over thirty years experience of above are but a small proportion of those 
establishing an infrastructure that makes sense enjoying all the benefits of a continuai association 
for business development. with Glenrothes Development Corporation. 


Over thirty years of providing a sound indus- *With support from Glenrothes Development 


„trial base for the widest range of companies has Corporation Michael Conway has set up his own 


resulted in a continual pattern of successful growth company C. B. Circuits, to produce printed 
for the community-the businesses mentioned circuit boards. 





GLENROTHES 


FOR FURTHER INFORMATION PLEASE CONTACT: JOHN McCOMBIE, DIRECTOR OF DEVELOPMENT, GLENROTHES DEVELOPMENT CORPORATION, 
BALBIRNIE HOUSE, GLENROTHES, FIFE, SCOTLAND KY7 6NR. TELEPHONE: 0592-754343. TELEX: 727125. 
















































































TO eu. ar id 
pate in Joint ventures i in Mood pr ces 
ing, machinery and tourism. Pyon 
yang is particularly keen for funds to re 
ovate its gold mines and to expand the 
port in Chongjin. The Japanese are i 










Some observers say Miti 
cent move out of lost. pal 
Pyongyang. The Japanese. cre 
hoped to visit Pyongyang in May tc 
cuss à final solution to the debt pr 
lem, and for its part Miti had promi 
to resume insurance for exports : 

North Kore& (which was suspended 
August 1975) if the visit by the credito 
proved successful. But the traders we 
not allowed in and instead ۵۱ 
their claim for Miti compensati 
These observers predict that bilater 
trade will decline after the Miti actio: 
Miti itself savs it was a purely tech 
cal decision, having nothing to do w 
politics. It paid out the insurance. bi 
cause legitimate claims were made fc 
the first time, a Miti official told 
REVIEW, adding that Pyongyang’ srep 
tation had already been damaged wt 




















Korea trade in 1975. ۱ 
While this response from Miti wi 
represent the “correct lin 
itis patently untrue, say so 
insiders who have repeate 
requested the ministry's c 
pensation over the past de: 
cade. Rather, Mit/s mover 
flected a high-level decisic 
to remove a sericus obstacle 
to bilateral relations anc 
make a fresh start, exper 
say. Japanese Prime Minist 
Yasuhiro Nakasone had 
the time of the Miri ruling ju 
decided to visit China in e: 
November, which is as kec 
as Japan to maintain stabi 
on the Korean peninsula : 
is concerned by Pyongyang 
obvious-tilt away from Pekir 
and towards Moscow. Naka 
sone is to carry a message from Sou 
Korea's Chun to China, and wishes to 
bring another "gift to Peking in t 
form of possible improvement in Tok 


454.82 Ff 


The daily Asahi Shimbun argu 
that Nakasone found it easier to “hi 
North Korea by removing a major 
pediment to increased trade — w 
Seoul has always opposed, saying: 
who traded with the north deser 
everything they got — after his ge 
ally successful visit to South Korea: 
September. Few people believe th 
Miti will recover the monev, thought 
ministry itself says it expects the cl 
itors to reimburse them from any r 
ment received from Pyongyang. To 
sees the insurance payment as a. 
of aid which would give liquidity. 
boost stagnant trade, - some expe 
say. x: 






“terested, but baulk at the risks. 


Tokyo stopped new insurance for Nor h 


REVIEWTABLE by Abdy Tang 


. Pyongyang relations, the speculati 
goes. 


agreement, reacting to Tokyo's imposi- 
tion of nominal, sanctions against 
Pyongyang for the Rangoon incident of 
the same month, in which North Korean 
agents killed four South Korean cabinet 
ministers and 13 other top officials dur- 
ing an unsuccessful assassination. at- 
tempt on visiting President Chun Doo 
Hwan. The Japanese creditors pleaded 
that they did not represent the govern- 
ment and Tokyo discontinued the sanc- 
tions in 1985, but payment has not since 
resumed. 

Bilateral trade has continued, how- 
ever, recovering to the level of ¥ 100 bil- 
lion a year first reached in 1974. After 
Pyongyang’s default, many Japanese in- 
sisted on cash deals. Use of letters-of 
credit recovered slowly, but naturally 
there is great uneasiness among local 
traders as well as banks over accom- 
panying risks. Deals involving long- 


_ NORTH KOREAN TRADE 


imports 


۱ m ae =] "241.00 m = 


Source: Tasi External Trade Organisa tion: | 


term deferred payments are avoided. 
Pyongyang’s exports to Japan increased 


23%. last year, largely because of goid 


sales which used to go to West Germany. 


T has been a growing feeling 
among traders that Japan-North 
Korea trade could grow dramatically 


and that the Japanese would respond. 


more positively to Pyongyang's at- 


tempts to attract foreign investment if 


the default problem can be solved. 
Since Pyongyang introduced its joint- 
venture law in 1984 encouraging foreign 
capital into the country, only a few 
major investments by Japanese have 
been reported, despite. urgings by the 
North Koreans. 

Pyongyang has called for Japanese 
technical cooperation in-projects rang- 
ing from land reclamation and marine 
products development to renovation of 

railways and heavy industry: plants. It 
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ne paying out E insur- 
‘the creditors on the grounds that 
ould amount to a declaration of 
iongyang's bankruptey. But the 


now is not to condemn North Korea — 
with which it has no diplomatic ties — 
نایم‎ boost stagnant Japan-North 
Korea economic relations. 
Some 30 companies — consisting 
wgely of dummies of major trading 


 r.40mpanies doing bigger business with 


South Korea (which objects to Japanese 
companies having business relations 
with both Koreas) but also including 


several companies owned by Oris 
"living in Japan — were paida — . aug 


total of about ¥30 billion 
(US$194.2 million) in partial 
compensation for amounts 
defaulted. An estimated | 
3€ 60-70 billion was in default - | 
but some  pro-Pyongyang | 
companies were either not in- 
sured or did not claim com- 
pensation from Miti. At least 
a few of the creditors have 
gone out of business in recent 
years. 

The problem started in the 
early 1970s when Pyongyang 
went on a buying spree in the 
West, after having initiated 
a peace offensive on the Ko- 

ean peninsula in 1971. Im- 
orts reached a peak in 1974, 


"and already by the end of that year pay- 


ment delays had become apparent. 
North Korean defaults were a major in- 
ternational issue in 1975-76. It was esti- 
mated at the time that Pyongvang's ex- 
ternal debt amounted to US$2 billion, 
of which Japan was owed Dm 700 mil- 
lion plus £3.7 million — or ¥93 billion at 
the March 1980 exchange rates (¥54.7 
billion at present rates). 
. The initial agreement on repayment 
terms between Pyongyang and the Ja- 
panese was reached in 1976 but Pyong- 
yang fell behind schedule within a year. 
Anew agreement reached in 1979 stipu- 
_lated that Pyongyang would pay a total 
of ¥120 billion in principal and interest 
in 20 instalments over 10 years. Pyong- 


|. yang fell behine schedule again in late 


1982 and a third memorandum was ex- 


i. changed in October 1983, with the Ja- 


inese making further concessions. 
But North Korea ignored this new 





| speculation is that Tokyo's intention 
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International financial institutions | 


Ons 


tiveness with Sydney and (more impor- 
tantly) Hongkong. the other second- 
league centres in the Pacific time zones. 


It has far to go to catch up with Hong. 


kong. 


E 


no longer organise themselves geo- 
graphically, but instead along product 





lines, and such firms have alot more of | 
their product centres in Hongkong than. | 
in Singapore. The territory is well ahead. | 





of Singapore in (now-unfashionae) 
loan syndications, fund management. 
and securities markets. Credit Suisse 
First Boston is tlie only big international 
bond dealer to locate a main Asian of- 
fice in Singapore. The other large par- 
ticipants, like Salomon Brothers, Mor- 
gan Stanley and. Goldman Sachs. base 
their. international-dealing operations 


in either Hongkong or Tokyo. 


But Singapore hàs kept up well in the 


| so-called “treasury functions" — deal- 


ing in currencies, in the money markets 
and financial futures. It has also main- 
tained a foothold in the OTC market for 
Eurobonds. The figures are impressive: 
» Total assets in the Singapore Asia- 
dollar market totalled US$174 bil- 
hon in July, double the amount in 
1981. | 


* Turnover on the Singapore foreign- 


exchange market has doubled since last 


; year to an average of US$24 billion a 


day. It now ranks among the top seven 
worldwide (along with Hongkong) in 
terms of volume, with roughly half New 


lots traded each day last month, ai 
more than 5.300, compared with 750 
lots in late 1984. A US Treasury-bond 
futures contract was launched on 8 Oc- 
tober, making seven contracts in all. 
It plans to start trading options next 
year. ۱ 

» Financial services contributed 13.395 
of 1985 gross domestic product (com- 
pared with 4.9% in 1970) and employed 
32,800 people. But this is still less than 
Hongkong, where. the. financial mar- 






tion of Singa 
in 1968. 


| York's daily turnover. 
| » On Simex, the average number ol 
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“issued in US$ by foreigners and booked in 
Singapore. 
Source: Singapore International Merchant Bankers. 
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ulators and traders a good kick in the 
backside, from which some never did 
recover. It was a needed kick, because 
singapore, which aims to become the 
Switzerland of Asia. was not adapting 
quickly enough to the more competitive 
world financial climate. The trend to- 
wards securitising debt — and with it, 
the ability to circumvent middleman 


banks and link issuers of paper directly 


with investors — poses basic problems 
for every central bank. The authorities 
in Singapore were slow to see that it also 
offered opportunities. 


he reforms 
amount to the “Big Bang” type of 


deregulation London is about to experi- | 


ence. 


The government knows that Singa- 


pore cannot be an all-round interna- 


tional financial centre on the order of | 


London, New York and, eventually, 
Tokyo. Instead, it must find market 
niches while maintaining its competi- 
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-By Nigel Holloway in Singapore 
| Every adolescent fi- 
nancial market needs 
a first-class financial 
scandal ها‎ force it to 
| mature. That is pre- 
| cisely what Singapore 
| faced when a re- 
E frigerator-maker and 
salvager called Pan-Electric Indus- 
s went bust in November 1985 with 
is of 59450 million (US$207.4 mil- 
threatening the stockbrokers who 
een caught up in a web of forward 
repurchase contracts. The result 
a three-day closure of the stock ex- 
1ges in Singapore and Kuala Lum- 
the first such suspension of trading 
their history. M 

` Adot of innocent investors were hurt 
:edlessly, but the shock to the finan- 
ial markets was good for Singapore. It 
pened up one of the most profitable 
ocoons in the world — the Stock Ex- 
hange of Singapore (SES). And it re- 
unded the Monetary Authority of 
ingapore (MAS, the quasi-central 
ank), that it had a lot to learn about the 
iarkets. | 
Under the managing directorship of 
he prime minister's favourite manda- 
n, J. Y. Pillay, it had already become 
rore supportive of marketeers. Since 
s appointment in April 1985, the 
IAS had been listening more close- 
' to the market. But these trends 
ccelerated rapidly after Pan-El went 
under. dii 

. his year has seen the passage of two 
broad laws to regulate the financial-fu- 
tures market and the securities industry. 
‘he government hasexempted from tax 
e capital gains and trading income de- 
rived from non-resident funds under 
management. Investment channels for 
the 5927 billion Central Provident Fund 
(CPF, the retirement-savings scheme), 
iive been widened. The Singapore 
nternational Monetary Exchange 
mex) has launched the world’s first 
tures contract in an index of Japanese 



















thin the next six months, a com- 
titive *corporate- and government- 
pond market will be set-up, as well as 
in over-the-counter (OTC) équities 
market with less: onerous. listing re- 
quirements than the SES. Significant 
market-making exists in Singapore's 
domestic capital markets for the first 
ime. ۱ : 

Much of the changes made since the 
th. of Pan-El would. have. occurred 
iyway. But the collapse gave both reg- 
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Where to find 
new SIAs 


= Singapore continually | 


aša) aspires to excellence, 
| but there is only one 
à company quoted, on 
Fi the ۰ local exchange 
"| which is excellent 
enough to be chosen 
; B by most foreign 
fund managers for their portfolio: 
SIA. 

Other blue-chips tend to be either 
too stodgy or not sufficiently interna- 
tional-minded to receive the same rat- 
ing as SIA. Where are the SIAs of to- 
morrow? The best way to find them is to 
bring them to market and watch them 
grow. 

The proposed unlisted securities 
market (USM), studied jointly by 
MAS, Economic Development Board 
(EDB) and the SES since September 
last year, is intended to cater to firms 
that want to raise risk capital but are too 
small to go to the big board. 

One reason for the paucity of home- 
grown business talent is the difficulty of 
raising money to finance expansion. 
Small businesses pay three points over 
prime rate for bank loans and the banks 
are as conservative as the British in how 
much they lend: gearing ratios rarely 
exceed two; ratios of 10 are not un- 
common in Japan and South Korea. 
The only alternative sources of capital 
are funds generated internally from pro- 
fits, or externally from the equity mar- 
ket. 

The USM will also enable Singa- 
pore’s newly established venture-capi- 
tal funds to sell their shares, thus en- 
couraging new funds to be set up. The 
EDB has a S$100 million fund, some of 
which is invested in another fund called 
Transvac, which contains around S$60 
million. National Iron & Steel has a 
S$20 million fund as well, part of which 
is placed in Transvac. 

Finding enough firms prepared 
to list on the USM is the least of 
the authorities’ worries, say those 
knowledgeable about the proposed 
market. 

They feel the market will need 
10-20 listings in the first year to get 
off the ground, and it appears there are 
more than 50 in the queue. The main 
problem is to gain investors’ confi- 
dence. “If a few companies flop and 
people feel cheated, we'll be in trou- 
ble," says one of the officials backing 
the scheme. 

This has made it difficult to find a 
suitable name for the exchange. ۰ 
listed" sounds very negative, the official 
says, particularly when translated into 
Chinese. The latest proposal, “Semaq,” 
which stands for Stock Exchange Mar- 
ket for Automated Quotations, was 
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so in fund managers' hands in Hong- 
kong. Why should any of that money 
move to Singapore? 

According to one merchant banker, 
the best method of deepening the capi- 
tal market would be to place under pri- 
vate management in Singapore the (un- 
disclosed) billions currently managed 
abroad by the Government of Singa- 
pore Investgient Corp. Money would be 
placed in fund managers' hands for in- 
vestment anywhere in the world, in 
return for locating a sizeable manag- 
ment office in Singapore. That would 
instantly widen and deepen the honey- 
pot. 

There are no signs that radical steps 
are being considered — certainly not 
under the present, highly cautious fi- 
nance minister. Without a minister will- 
ing to risk his personal capital in 
some bold moves, Singapore is more 
likely to make solid, if unspectacular, 
progress in developing its financial mar- 
kets. 

If Hongkong gets the jitters in 1997, 
Singapore might, just might, be the 
bankers' first port of call. Oo 


was 100,000, It is thought that up 
to 10 proposals for fixed-rate CDs 
have been received by the MAS. 
OUB issued US$100 million in 
floating rate notes (FRNs), but 
some dealers have argued that the 
OUB issue is of only regional in- 
terest in the FRN market, which is 
much more international. 

The market for note-issuance 
facilities (NIFs) and revolving 
underwriting facilities (RUFS) is 
also growing, although it is smaller 
than the equivalent market in 
Hongkong. Issuers have been tak- 
ing advantage of the cheap money 
available in Singapore's highly li- 
quid money market to borrow at 
rates currently up to 2 percentage 
points below commercial banks’ 
prime rates. The facilities give them 
access to financing on a standby 
basis, while the banks are keen to 
acquire contingent liabilities and 
tradeable paper. 

The MAS says that total funds tap- 
ped through the issues of NIFs and 
RUFs amounted to US$2.1 billion in 
1984-85. There have been five issues of 
NIFs so far this year, worth $$296 mil- 
lion, and six issues of RUFs totalling 
۹9841 million. Australian corporations 
have been among the biggest issuers, 
taking advantage of the differential with 
rates prevailing at home. 

All the banks involved in the nascent 
bond market agree that its survival will 
depend on the liquidity of the secondary 
market and the number of market mak- 
ers willing to compete in making 
quotations. And thatin turn will depend 
on the number of top-quality names 
willing and able to issue paper. 

— Nigel Holloway 





of the motivations for the sell-off. is 
to widen the appeal of the local 
bourse. ) e 

The second impulsejis the liberalisa- 
tion of investments by CPF holders. 
Currently, the government has allowed 
Singaporeans to use up to 20% (S$2.3 
billion as of May) of their investible 
CPF accounts to buy stocks, unit trusts 
and gold, but only a tiny proportion has 
been thus invested so far. If local 
stockbrokers could improve the quality 
of their service to clients, by, say, pro- 
viding more analysis of quoted com- 
panies and a professional fund-manage- 
ment service, this may give the govern- 
ment the confidence to raise the propor- 
tion of CPF money permitted to be in- 
vested privately. 

Some in the financial sector doubt 
that even these measures, by them- 
«selves, will raise Singapore's interna- 
tial profile high enough. By mid-Sep- 
tember, 18 foreign fund managers had 
received licences to operate in Singa- 
pore. The sums under management are 
not known, but they are likely to be pal- 
try compared with the US$20 billion or 
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CPF and the DBS: looking for alternatives. ۴ 


Bes 


money, given the chronic surplus in the 
public sector. But, having announced its 
plans to launch the market, the private 
sector has already taken the cue. 
Citicorp and DBS have started building 
a market in government paper, and 
there exist the beginnings of a corpo- 
rate-bond market. Three dealers are 
said to be making a market in a new 
۹915 million issue by the McDonalds 
fast-food chain, and three are also 
in an issue by Collier Quay Prop- 
erties. 

On 18 September, Citibank issued 
۹9100 million* in negotiable five-year 
certificates of deposit (CDs), bearing a 
coupon of 6.437596, which was sub- 
scribed to by 150 companies and indi- 
viduals. The minimum denomination 
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take longer to fix. But, as a result, Singa- 
pore may actually end up with a respect- 
able international equities market. 

Take the rules, first. The Pan-El col- 
lapse was caused by massive share man- 
ipulation and by inadequate enforce- 
ment by the MAS of out-of-date rules. 
Amendments to the MAS Act, intro- 
duced in August 1984, brought the SES 
under the authority’s direct control. 

Despite this, the SES remained a 
self-regulatory body, governed by the 
1973 Securities Industry Act. The MAS 
had wanted to change the act last year 
before the Pan-El crisis broke in order 
to bring the exchange under closer cop- 
trol. But Hu told parliament in Marc 
that the government had then been re- 
luctant to impose tougher rules on the 
SES because of the outery from stock: 
brokers jealously guarding their self- 
regulatory powers. TRU 

The result was an entirely new Secu- 
rities Industry (SI) Act, passed hur- 
riedly in March, which was designed to 
supervise trading in all forms of securi- 






















| how the MAS administers the 


Proposed institutional c 
SES’ operations are 
tal. One reason whv 


poorly supervised by the authorities wa: 


the archaic trading and settlement sys. 


tem. Under the old rules, there was no- 

thing technically wrong with delivering 

scrip six months after the transaction. 
Deals would only be booked a couple of 

days before settlement. defying detec- 

tion by the SES until they appeared in 

the brokers' accounts. | 





T delivery of. scrip is similarly 
antediluvian, being done by hand, 
checked and sealed by hand and taking 
another three months to be processed 
by the Registrar of Companies. The re- 
sult is that large amounts of scrip are off 
the market for weeks at a time, making 
the exchange even more illiquid. . 
Forward-share contracts of the sort 


which brought down Pan-El and five 


stockbrokers were ouflawed in De- 
cember. Now, the SES is looking at 
modernisation of its entire trading sys- 
tem. The most important proposal is to 
abolish the . practice. . wher 








increase SES appeal ۰ 
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! When the SES closed 
]its doors for three 
| days — along with its 
j counterpgrt in. Kuala 
! Lumpur — in Decem- 
ber 1985, it confirmed 
the impression of in- 
Y pees ternational investors 
that Singapore was a one-way market. It 
was flawed in the sense that a few peo- 
ple with inside information periodically 
enriched themselves at the expense of 
the many. But that happens in most of 
the world's bourses. 

What set the SES apart from other 
aspiring equity markets was that an in- 
vestor, after buving a block of shares, 
could not be sure of selling at a reason- 
able price if the market turned against 
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him. The suspension of trading to save 
(as it seemed) the skins of a few 
stockbrokers, reinforced Singapore's 
poor reputation. 

The Singapore. stockmarket has 
surged upward in recent weeks on re- 
cord turnover, boosted by remarks by 
Finance Minister Richard Hu that the 
local economy is set to grow by 2% 
this year and by 4-5% in 1987. This is 
the brightest rally in a 58% recovery 
of shares since mid-April which was 
boosted. in large part by invest- 
ments from the deep pockets of in- 
stitutions in the US, Japan and 
Europe. This herdlike behaviour does 
not necessarily mean that international 
investors have forgiven and forgotten. 

Three factors determine the size of 


— Nigel Holloway | altered significantly, while the third will 
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ed out b like “qu 
th". in dialect. of 
Teochew. 
To promote confidence in the new 
exchange, quoted firms will face the 
same standards of disclosure as those on 
the SES. For some of the more conser- 
vative family-owned companies, it will 
take time to get used to the idea that not 
all information is proprietary. 
Administered by a sub-committee 
of the SES, the USM will operate 
entirely differently from the main 
board. 
Underwriters will be*expected to 
take responsibility for the underlying 
|. quality of the company making the 


t 





. offering (rather than the SIC/SES), and 
| they will be expected to maintain that 
commitment by making a market in the 
. Stock thereafter. Unlike the main ex- 

change, only Singapore companies will 
be allowed to gain a listing. Foreign 
merchant bankers and brokers as well as 
local ones will be able to participate 


posi 
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. based market. 

Some local stockbrokers believe 
-such a system will be unworkable. 
with too few companies and shares 
. available and too many market-makers. 
It will be helped by the fact that the 
cost of running the USM will be con- 
siderably cheaper than the paper- 
bound stockmarket. The EDB will also 
be able to give market-makers a pioneer 
service incentive whereby the trading 
-profits 5f market-makers will be tax- 
.exempt. 

— The authorities regard the USM as a 
: test-bed for trading operations which. if 
Successful, may be adopted by the big 
-board. So, while small firms might 
graduate eventuallv onto the main trad- 
-ing floor, the stock exchange could well 
earn its advanced degree by adopting 
the hi-tech practices of the USM. 
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A senior executive of one of the 
bank-brokers: says it may be two. 
three years before the 49% ceiling i: 
veloping so rapidly that the SES may 
not have that much tir ftto: 
changes, if it wants to compet 
wise. more and more of the t 





















































































the SES. 


W ithout the capital and skills of a 
eign hduse, the independent lox 
stockbrokers will find it increasingly d 
ficult to survive against the bank-bro 
ers. The big four disagree, natural 
They argue that there will be pl 


niches for their compet tors, $ 







of remisiers might actually kelp kee 
few independent brokerages afloat 
These staff act as intermediaries be 
tween clients and the brokers for a 0.37 
commission and most of their clients 
Chinese from the guilds and club: 
There. are 504 registered. remisiers 
compared with more than 700 befi 
the Pan-El collapse. One foreign sha 
dealing firm, new to Singapore, sai 
was horrified to discover that such int 


that the advent of market-making wi 


brokers disagree: because remisiers ar 
sole proprietorships. they provide: 
more efficient service to their clien 
than if they were employed by th 
brokerages. | MM 

Even with the sweeping institutio 
changes to the structure of Singapor 
stockmarket, it remains narrow and il- 
liquid by international stancards. Mar- 
ket capitalisation totalled US$27.3 bi 
lion at end-September, 36% less tha 
Hongkong's new unified exchange (the 
result of a merger of four olc ones). But 
of that. amount, about 20% was ac- 
counted for by thinly traced foreign 
stocks, and up to 60% of the rest 
closely held in family or corporate 
hands.  — " 

The SES needs two things: more 
local investors (both institutional and 
individual) and more quoted co 
panies. One exchange official with lon 
experience in the markets reckons there 
may only be 100,000 individual inves 
ors in the SES, and he does not belie 
that many Singaporeans have taken at 
vantage of the new permission to inv 
their CPF savings in stocks. In additi 
there are very few local institutions v 
the potential to become big inves 
since the CPF and the:Post Office § 
ings Bank (POSB) so dominate the : 
ings market. رب‎ 

Foreign institutions accounte 
roughly 40% of turnover during the 
cent bull run. Local institutions, ir 





“pared to accept anything les: 
the voting shares. 


‘Causeway stocks will be done ou 


drive them out of the market. Local 
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three more member firms to act as job- 
bers before local market-making ap- 
proaches other markets’ efficiency 
levels. 

That will require a bigger commit- 
ment from the other two bank-brokers 
and more capital injected into the 
others. The SI Act regulations impose a 
deadline of 15 August 1987 for brokers 
to conform pith the various gearing and 
liquidity ratios. Many will have no 
choice but to corporatise to stay within 


as if only the bank-brokers, Sassoon (in 
which the Kuwait Investment Office 
holds 49% ), Ong & Co. (backed by the 
Ong family) and Tsang & Ong (sup- 
ported by the Hong Leong group) will 
be able to comply with the regulations. 

The remaining stockbrokers would 
probably prefer to bring in local 
partners to help shore up their finances. 
Most of these brokers are fearful of 
being taken over by hungry foreign in- 
stitutions, who merely want a seat on 
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T id "REVIEWOIAGRAM by Andy Tang 
the exchange. But, in the end, they may 
have little choice but to sell out to non- . 
Singapore firms. At the moment, the 
SES committee has stipulated that 


foreign institutions can purchase 0 


| more than 49% of the equity in a 


member broker. Several schemes have 
been considered whereby local firms 
could sell 100% of the preference shares 
to a foreign suitor, or they could create a 
new, debt-free firm to trade on the ex- 
change. 

The foreign institutions which are 


|! keenest to buy into the SES are: Hoare 
| Govett (backed by Security Pacific 


Bank), James Capel (Hongkong & 
Shanghai Banking Corp). Vickers Da 
Costa (Citicorp), Sun Hung Kai of 
Hongkong and Barclays De Zoete 


Wedd. At the moment, none seem pre- - 


.the guidelines. At the moment, it looks 
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vill have to put up a margin 
ch will be adjusted periodically 
gontheshares value. — . 
sw rule enforcing a common set- 
ent date for both buyer and seller 
help reduce stockbrokers' financing 
| costs: Moving to a scripless, computer- 
| driven method of transactions will take 
-| longer. The USM — due to begin by 
^| later this year — will use such a system. 
But it will have to overcome popular at- 
| ties which favour the holding of 
. physical and paper assets, such as share 
 - certificates, in preference to mere en- 
; resin a computer. 
"ıı The SES committee has formed a 
| surveillance unit to conduct surprise au- 
dits of member firms to ensure they do 
not exceed prescribed gearing and 
| liquidity ratios under the new SI Act. 
- The SES ratios will be tighter to ensure 
the exchange catches transgressors be- 
| fore the law is broken. In the past, 
| checks were done by external auditors, 
in part because the eight-man commit- 
| tee which governed the SES was made 
i 
| 





up entirely of stockbroking members. 
At the annual general meeting of the 
SES on 25 October, four people drawn 
from the stockbrokers will be voted 
onto a new committee. They will choose 
| five non-members to join them, of 
which at least two must represent listed 
companies or the investing public. In 
this way, the SES should become more 
accountable to the public. The commit- 
tee running the SES when Pan-El col- 
lapsed represented several firms deeply 
' involved in forward-share contracts, 
`. hardly the most objective source of ad- 
vice for an MAS unfamiliar with the 
workings of the exchange. 
` It remains a matter of debate whe- 
ther the introduction of the big four 
local banks has shattered the old closed 
shop or merely enlarged it. They were 
invited to join in February for a mem- 
bership fee of S$3.3 million each to prop 
up investors' waning confidence. 
Oddly, only two of the main local 
banks, OUB and DBS, have seized the 
opportunity to take a big share of turn- 
over. OUB, the smallest and weakest, 
has long wanted a securities operation, 
because it sees share dealings as a logical 
extension of its retail-banking business. 
DBS, in which the government owns a 
48% stake, is in the vanguard of attempts 
to modernise the SES. These two, and 
J. M. Sassoon & Co., are the only brok- 
ers to make markets for clients, and 
even then only in a few stocks. Foreign 
brokers say Singapore will need about 


| 
| 
| 







X ck OE 


t 
| 
i 
$ 
i 
: 
i 
i 
i 
i 
| 
| 
H 
| 
i 
i 
H 
i 
i 
f 


——— (€ 
















EN. 1 n | ty- 
the company seeking a - 


that the USM will help ease the logjam 
of companies wishing to go public. 


the IMF will be officially 


cutive board on 24 Oc- 


| ap- 
proval of the new credits, | 


cial drawing rights (equal - 
to US$512.8 million), will | 


ceed with Manila’s 483 ۰ 


te 


listing. ۰۰ : | 
There is no sign, in the wake of Pan- 


Failed aspirants to the big board, 
though, need not apply. The USM is 





dsr 


them. 


Many businessmen believe the list- 
ing requirements for aspiring firms are 
too tight. Only 31 Singapore companies 
have joined the big board jn the past six 
years. The listing criteria, on paper, do 
not seem impossibly onerous: a five- 


year track record showing profits for the 


last three years and a minimum paid-up 






more business. 








-fich ds, 
sorted to be doing mor ۱ 

ut the establishment of more unit 

usts and the liberalisation of rules on 

“managing CPF savings would deepen 

"the market. 

. Some professionals believe that CPF 
holders should be allowed to invest their 
savings outside Singapore, because the 
local exchange is too small to absorb 
much of the billions of dollars locked up 
in the fund. If much of that money really 
did flow into the SES, it would simply 

_ drive up prices, which, on current pros- 


. pective price/earnings ratios above 30, | capital of S$5 million. However, the | meant for companies with a shorter 
already fully discount any favourable | Securities Industry. Council (SIC) — | track record and a minimum paid-up 
economic news for the next two years. | currently chaired by POSB head Chua | capital of S$2 million. Therein lies the 

There are 317 firms listed on the | Kim Yeow — which advises the finance | rub: the SES’ stepchild has got to be 
SES; only 122 are incorporated in | minister on all securities matters. does thrilling enough to attract punters, but 
ingapore, 183 are Malaysian and the | more than ensure disclosure require- | not too risky to scare them off. ۱ 
ther 12 are from further afield. There | ments are adhered to. The council. and — Nigel Holloway 






been ascribed to inventory build-up f 
the coming Christmas season. First-half 
^ ^ imports totalled US$2.4: 
billion, down. 6.1% on 
the year, while exports 
fell 0.7% to-US$2.31 bil- 
Hon. | uL a 
The government's peti- 
tion for new credits from 





decided by the fund's exe- 


tober. The Philippines has 
substantially met the con- 
ditions for new financial 
assistance. Board 


totalling 422 million spe- 





| allow negotiations to pr 


commercial-bank creditors for a r 
scheduling of some US$6-9- billion i 
debt maturing between 1987 and the 
early 1990s. | 

The Philippines is seeking easier re- 


-a 


ferred repayment on US$3.25 billion- 
worth of outstanding loans. Manila will 
probably try to use the recent Mexico 
formula as a possible model. (Mexico 
will be able to draw additional resources 
if it fails to meet economic targets, 
rather than having to impose additional 
austerity measures.) = i 
Government economis 
less the interest burden i 
Libor level, real growth until 1€ | 
only be about 3% — only a bit in excess 







economic blueprint for the five years 
a year if there isto be any real im 
ment in living standards. — Jos 


from 1987 calls for growth rates of 6-7% — 
ve- 








payment terms, possibly a reduction in | 
the interest burden to a flat London , - 
inter-bank offered rate (Libor) and de- © 


` of population growth. Phe government 
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wary 


trying to stimulate with à 
P3.9 billion plan to create 
up to one million jobs by 
end-1987. Funding for the 
programme has run into 
problems as tax revenues 
have failed to meet tar- 
gets, and the programme 
has thus been slowed. 

The weak consumer 
market has kept sales of 
many industries down, 
trade groups report. Such 
industries as electrical- 
appliance production, 
building construction, of- 
fice machines and cars have 
been seen sales remain 
weak. Sales of such basic 
commodities as cereals and drugs are 


said to be generally flat compared with | 


vear-ago levels. Bad weather will cut 
rice production by some 40%. Overall 
industrial-capacity usage has remained 
at 40-60% . according to business groups. 

On the corporate front, there are 
some encouraging trends. Interest rates 
have fallen to 13-15%, compared to 
levels of 35-45% in 1985 (though recent 
issues of debt instruments by the treas- 
ury and the Central Bank of the Philip- 
pines have halted the fall). Corporate 
results for the first half show many com- 
panies benefiting from the reduced in- 
terest burden, along with a firmer peso 
and a low inflation rate. 

While foreign reserves have risen to 
some US$1.7 billion. economists say 


that the recent strength of the peso. 


against the US dollar has been mainly 
due to slack demand for import financ- 
ing. Slowed industrial activity has re- 
duced the need for imported oil and re- 
cent increases in non-oil imports have 


haope 








Investors still 


"he Philippine economy may show 

W real 1986 improvement of 0.5-0.9% . 
Although even such modest growth 
would be a welcome change from the 
declines of 1984 and 1985, it would be 
below earlier forecasts of a 1.4% expan- 
on. It would also do little for the qual- 
of life of most of the 54.7 million 





ot 
ilipinos, as population growth is ex- 
ted to continue at 2.4% a vear. 
. The meagre growth rate stems from 
ontinued slack investment and delays 
| the. government's programme to 
stimulate demand in rural areas. These 
factors must be weighed against the op- 
timism which follov ed President Cora- 
zon Aquino's September visit to the US. 
hat visit was widely seen as paving the 
way for increased economic assistance 
and private capital inflow. 
~ Local investors have remained wary, 
- troubled as they are by what seem to be 
` political instabilities in the eight-month- 
old Aquino government. Their caution 
_ is deepened by widening policy gaps in 
the cabinet on several issues, including 
the approach to the insurgency prob- 
lem. There are also increasing signs of 
` policy conflicts among various govern- 
ment agencies. 
in the January-August period; total 
new investments in new and existing 
business enterprises amounted to P2.69 
billion (US$132.7 million), down 38.4% 
from the year-earlier period. Foreign 
investments also fell during that inter- 
val. Total foreign equity in new and 
existing entities registered with the 
Securities and Exchange Commission 
amounted to P629.4 million, down 
51.2% from the year earlier. 
Concern remains high over depress- 
ed domestic demand, particularly in the 
rural areas, which the government is 
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The exchange that brings you mo 


You should be pleased to learn you ter. Of course, the MD110 makes هی سدح‎ deris 


ean now have a modern communi- light work of conventional exchange | C Please send me full information on 
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ERICSSON 


For 110 years Ericsson has been a dynamic force in telecommunications, Ericsson Information Systems’ products 
span tele- and data communications, personal computers and business systems. 
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AUSTRALIA (03) 309 2244, AUSTRIA (0222) 8501, BELGIUM (02) 243 8211, DENMARK (02) 84 3366, FINLAND (90) 2991, 
GERMAN FEDERAL REPUBLIC (0211) 6109-0, GREAT BRITAIN (0403) 64166, HONG KONG & MACAO (5) 82 88111, INDONESIA (021) 79 eim 
IRELAND (01) 75 3093, ITALY (06) 79 7721, MALAYSIA (03) 591821, NETHERLANDS (01612) 9911, NORWAY (02) 84 3060, PORTUGAL (1) 218 6 
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For centuries, the desert 
has nurtured our spirit 


of reliability. 


Today, with the very rapid 
development of our vast land, 


the spirit remains. 


You can trust our given word 
when making a reservation on 


Saudia. 


' RESERVATION 
saurin The spirit is alive 





Corporate financ 


. Morgan Guaranty in th 


way Corporation we structured a 
HK$700 million issue that fea- 
tured 10-year bearer participation . 
certificates, exchangeable at the: ۰ 
holders option into one-year cer- 
tificates. This issue introduced 

the exchangeable structure to 
Hong Kong dollar and fixed-rate 
markets. 

Australia. When Comalco Ltd. 
acquired the U.S. aluminum 
assets of Martin Marietta in 1985, 
Morgan Guaranty Australia Limi- 
ted was Comalcos advisor on struc- 
turing the overall financial pack- 
age for the acquisition, which was 
valued at about US$400 million. 
Morgan Guaranty in New York also 
acted as agent for a US$115 million 
syndicated bank credit that pro- 
vided part of the funding. 


ee 
Pe 
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knowledge and resources there 
and throughout the world to cap- 
italize on market developments. 
Heres how this strategy works. 
Japan. Recently Morgan 

Guaranty Ltd put together a Y5 
billion syndicated loan to China 
International Trust and Invest- 
ment Corporation, the first trans- 
action of its kind arranged for a 


borrower in the Peoples Republic. 


Morgan was lead manager for 

the transaction, together with a 

key Japanese insurance company 

and a major Japanese bank. 

This financing involved a series 

of cross-currency swaps, and was 

coordinated with several Morgan 

Guaranty offices in the region. 
Hong Kong. Late last year for 

Hong Kongs Mass Transit Rail- 








Financial markets around the 
world are changing, and be- 
coming more interdependent. 
That's particularly true in the 
Asia-Pacific region, where the 
potential for growth is one of 
the highest in the world. With 
corporate finance specialists 
headquartered in the region's 
major financial centers, 
Morgan Guaranty is strategi- 
cally positioned to find new 
opportunities throughout the 
area and make them work for 
clients. 


In the Asia-Pacific Morgan 
Guaranty concentrates its corpo- 
rate finance expertise in Japan, 
Hong Kong, Australia, and Sin- 
gapore, drawing on Morgan 


Innovation. Morgan is known 
for structuring innovative, lower- 
cost financings that meet bor- 
rower and investor needs alike. 
For two consecutive years, our 
major competitors, in a poll by 
Euromoney, have voted Morgan 
the most innovative firm in the 
capital markets. 

Call in Morgan. Ask how we 
can put our corporate finance 
strength to work for you. 





Morgan Guaranty Trust Company 
of New York, with principal Asia- 
Pacific offices in Tokyo, Hong 
Kong, Melbourne/Sydney, and 
Singapore. 


Morgan Guaranty 


lients count on 


—and a market-maker in foreign 
currencies, bullion, Eurobonds, 
government bonds, and swaps 
of all types. 

Advisory services. Our corpo- 
rate finance experts and our 
Financial Advisory Department 
help clients with capital structure 
analyses, joint ventures, growth 
strategies, mergers and acquisi- 
tions, and alternative financing 
techniques. We have more than 
100 professional analysts in of- 
fices around the world. 

Capital strength. Every trans- 
action we do is backed by Morgans 
financial strength—more than $6 
billion in primary capital. This en- 
hances our role as principal and 
can reduce client costs and risks 


in transactions we arrange. 





\sia-Pacific region 


Singapore. To capitalize on op- 
portunities in the regions rapidly 
growing financial markets, Bank 
Ekspor Impor Indonesia wanted 
` to establish a foreign exchange 
lind money-market unit for its ex- 
panding international network. 
Bank Ekspor Impor gave Morgan 
Guaranty’s Singapore office a con- 
tinuing assignment that has in- 
cluded setting up training pro- 
grams, and designing and imple- 
menting management controls 
and systems for trading, operations, 
and communications activities. 

Corporations, governments, 
and government agencies call on 
Morgan Guaranty for a unique 
combination of strengths: 

Market-making. Morgan is 
active in all major capital markets 





WWF/Kojo Tanaka/BCL 


-= The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of interna! parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather. 








Celebrate 
The Difference. 


In the Pacific are lands of 
inviting diversity, beckoning with 
romance and color. 

And it is here you will find 


our unique collection of remarkable 


hotels and gracious resorts. None 
the same, no two alike. 

Come, join us in the magic of 
the Pacific and the pageantry of its 
people. 


DO) 


PAN PACIFIC HOTELS 


An Ocean of Hospitality 





Pan Pacific Vancouver 

Pan Pacific Kuala Lumpur 
Pan Pacific Resort Pangkor 
Sari Pacific Jakarta 
Sonargaon Hotel 


Palau Pacific Resort 
Hotel Le Lagon 
Kyongju Tokyu Hotel 
Narita Tokyu Inn 


Opening: 

Pan Pacific Singapore, 1986 
Pan Pacific Malacca, 1986 
Pan Pacific Bayview, 1987 
Indra Regent Hotel Pan Pacific Auckland, 1989 
Royal Cliff Beach Hotel Pan Pacific Sydney, 1990 


For reservations and information, please call: 
Tokyo (03) 214-3001 Osaka (06) 227-1347 Fukuoka (092) 771-6655 
Hong Kong (5) 891-5720 Singapore 296-8678 Los Angeles (800) 663-1515/FIT 
Sydney (02) 264-1122 London (01) 491-3812 (800) 538-4040/Group 


or Concordia Worldwide Hotel Reservations 


matched resources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership. 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S.A. 44203, TLX: 98-6406. 
Babcock & Wilcox, a McDermott 
International company. 


Where the world comes 
for energy solutions. 





erected and commissioned the total 
boiler island here in the country's 
largest and first coal-fired station. 

And these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means that the most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of 5۵۷۷ 5 worldwide capa- 
bility. We're ready to share our un- 





For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights 
burning bright and appliances and 
machines humming. 

But to B&W, who in partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox’s part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. B&W, with Marubeni, 
designed, manufactured, supplied, 
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our team working with you — 
from plant design to start-up. 
It helps you get on-stream 
quickly, and our team stays 
avallable for troubleshooting. 


For more information, contact: 
Phillips Petroleum Company 
Technology Licensing 

Patent and Library Building 
Bartlesville, OK U.S.A. 4 
Telephone: 918-661-0619 


۴۳۷۱۱۳5 N LICENSE 

PETROLEUM THE ® 
PERFORMANCE 
PACKAGE” 









Licensing the Phillips HF Alky- 
lation Process is the proven 
way to help you meet govern- 
ment lead phasedown. 


Since pioneering HF Alkylation, 
we ve led the way in low-cost, 
high efficiency technology for 
quality premium unleaded fuels. 
The Phillips HF Alkylation Pro- 
cess couples perfectly with 
Phillips M T BE Process for fur- 


ther pool octane enhancement. 


When you license with us, you 
get the Performance Package. 
A versatile program that keeps 


TELEX: IT 142994031; TRT 140338 PHILNET; MCI 6710989 PHILNET. 


UNLEADED 
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GET THE 
LEAD OUT: 


HF 
ALKYLATION. 





Just Published! The All New 








Bigger and more complete than ۰ 


The People's Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume . . . 








The People's Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 


What is it? 

The result of thousands of man-hours, the People's 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed. the People's Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 


How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$89.95 (or the equivalent in local currency) to the 
indicated address. 





All new updated edition Hard Cover 828 pages 


Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Pleasé sénd 2 موق‎ copy(s) of The People's Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Sendto: Name: 





Address: 





e ype of Business: 





Title: 


(Please print in block letter) 





You may forward payment in equivalent local currency. R1023C YER 


We make cars, 
trucks, aircraft 
and money. . 


And every year we make more of them. So much so, that for the last five years Saab-Scania Group sales 
have increased by an average of 18% and profits have risen by an average of 24% per year. 

This is the result of a determined policy of concentration and specialization in products for well defined 
market sectors. Areas such as high performance passenger cars, trucks for heavy transport and aircraft 
for regional traffic. In these areas Saab-Scania products have earned a reputation for technical innovation 
and quality. 


In the field of specialized transport technology the symbol of Saab-Scania is the sign of technical innova- 
tion and financial strength. 








~ 


30n 

5 
The Saab-Scania Group manufactures automotive and aerospace products: 
passenger cars, trucks and buses, military aircraft, missiles, satellites and the Saab 
SF340 airliner. The Group also develops other advanced products in the fields of 
electronics, optics, sensors and image processing as well as in the area of energy 
technology. 

We employ 47 000 people in locations in Sweden and 30 other countries. 

In 1985 the Group sales were SEK 32 billions (GBP 2.9 billions) with profits of 2.8 billions 
(GBP 2552 m.). Return on total assets was 14.5 percent, solvency (equity/asset ratio) was 
50 percent and capital expenditure amounted to 4.4 billions (GBP 401.1 m.), equal to 13.8 


EU SAAB-SCANIA 
Leaders in'specialized transport technology. 


For further information please write to Saab-Scania AB, Corporate Communications and Public Affairs, S-58188 Linköping, Sweden. 





East Asia's mef- | | 


change Fund has i 


ly on account of | - 
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mouths 


rn | time it was sup- 
porting Ka Wah 
which was then 
being advised by 


chant bank sub- 
sidiary. Most re- | 
cently, | the ۰ Ex- | 


been used to prop | - 
up Hong Nin | 
Bank which got | 

> = into trouble part- 
i: minority speaker. 
` huge loans — out 
of all proportion to its total loan book 
and exceeding its net worth — to the 
Fung family, patriarch of which is Bank. 
of East Asia board member, and signifi- 
cant shareholder. Sir Kenneth Fung 
Ping-fan. EEN 
Li also criticised the increase (from 


US$12 billion ما‎ US$14 billion) in mini- | — 


mum gross balance-sheet total for 
foreign banks wanting Hongkong 
branches and the use of size as the main 
criteria for entry. Precisely what he 
wants to use in place of the known and 


objective criterion of balance-sheet | | 


total is not clear. But there is certainly 
plenty to fear about Hongkong if the 
business methods all too often practised 
by mainland enterprises — guanxi, cosy 
deals, and mutual back-scratching — 
are to become the norm. 

Just what Li had in mind when he 
told the local press that after 1997 the 
territory s monetary system should be 
taken under the wing of China’s central 
bank, the People's Bank of China, is 
also less than clear. Especially so as the 
Sino-British agreement on the hand- 
over of sovereignty guarantees that the 
future Hongkong Special Administra- 
tive Region (SAR) can maintain its 
present independent monetary system.. 

It seems curious that Li — who also 
wears the hat of one of the vice-chair- 
men of the Peking-appointed commit- 
tee drafting a constitution for the SAR 
— should have overlooked this guaran- 
tee. Unless, of course, his idea of "inde- 
pendence" is as far out of line as his 
notion of "fairness." | 

Liissupposed to represent the whole 
of Hongkong's banking community, not 
one bank or a narrow group. Although 
identified with local Chinese banks, itis | _ 
worth noting that of the 140 or so banks | 
in Hongkong, only 30 are locally incor- | | 
porated and of these only seven are not 


controlled either by governments, non- | - 


Hongkong interests or the Hongkong 
Bank group. The seven have only 3% of 
total assets of banks in Hongkong. So, 
fortunately, Li does not speak for the 


Hongkong banking industry but for à 


minority of a minority of a minority. 
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sed 


the 9%-plus returns that investors ex- 
pect on rental property. But those 
caveats apart, Hongkong has relatively 
little downside potential. 

An almosf artifically weak currency 
is sustaining modest export growth and 
scope for domestic growth remains. The 
unnatural combination of a devalued 
currency, low interest rates and strong 
current-account surplus is otherwise 
found only in the closed markets of 
South Korea and Taiwan. Not for 
Hongkong the profit pressures faced by 
yen and Deutschemark-based manufac- 
turers. Not the need, whether by defla- 
tion or devaluation, of Australia or the 
US to adjust to their current-account 
deficits. Barring a sharp recovery in 
commodity prices — which would hurt 
Hongkong's terms of trade without im- 
proving its export prospects — the 
Hongkong investors' relative position is 
looking good and he may keep up with 
that yen time deposit. 
€ ANOTHER plus is that, whatever 
the future actually brings, China's offi- 
cials have learned not to talk about it in 
ways that alarm Hongkong. It is a pity 
that the same cannot be said for some of 
Peking's local acolyte. Next time 
Hongkong's banking community, local 
and foreign, has a chance to vote for a 
representative on the Legislative Coun- 
cil it should consider the record of the 
current incumbent, David K. P. Li, of 
Bank of East Asia, who last time slipped 
in unopposed. 

Apart from wanting to hand over 
management of Hongkong banking to 
Peking, Li has some curious ideas about 
what is “fair.” At a recent banking semi- 
nar, he attacked the government for not 
giving support to local banks. Appa- 
rently the cartel protection afforded by 
the interest-rate agreement, which for 
two decades has kept spreads at artifi- 
cially high levels, has not been enough 
for the mollycoddled group of local 
bankers who for 20 years have been the 
most protected group in an otherwise 
open economy. 

Li has also apparently forgotten the 
billions of dollars of public money that 
the government has had to spend on 
bailouts and guarantees to save the pri- 
vate banks from collapse caused by 
fraud, incompetence and greed. One of 
the most notorious of these was Ka Wah 
Bank and its former owners, the Low 
family, who caused it losses amounting 
to hundreds of millions of dollars 
through loans to their friends and asso- 
ciates in Malaysia. Their banking cre- 
dentials used to be much praised by Li. 

Forgotten too, is the curious affair ot 
Li being appointed to the advisory com- 
mittee of the Exchange Fund — which 
provided the bailout money — at the 





Benefits of open markets and clo 


e DESPITE a bull run which has 
pushed the Hang Seng Index up by 20% 
since 1 August and 28% since the begin- 
ning of the year, the institutions clearly 
think there is still mileage left in the 
beast. But that just goes to show how 
fast you have to run in order to stand 
still if you are a weak currency market. 
It was only last week that investors in 
the Hongkong market would have over- 
taken those who at the beginning of the 
year stuffed their assets in a yen time de- 
posit and went to sleep. 

The general buoyancy of markets 
over the past year has made it difficult to 
yack relationships, if any, between 
ckmarket performances (in local 
urrency terms) and exchange-rate 
changes, let alone end up on the right 

de of both. “Weight of money" factors 

_.ave largely offset considerations relat- 
ing to the effect of currency changes on 
profits. Japan of course has been the 
classic example. On the opposite, and 
more traditional tack, the Australian 
market has responded favourably to a 
weak currency despite the negligible ef- 
fect that devaluation has so far had on 
the current-account deficit. In US-dol- 
lar terms, investors there have done al- 
most as well as in Hongkong. 

What does all this say about pros- 
pects for Hongkong? At present much is 
being made of relative price-earnings 
ratios. Hongkong, selling at around 15, 
is in the lower-middle reaches of the in- 
ternational scale, which hardly befits its 
record. But liberalisation of capital 
markets has shown little sign of equalis- 
ing p/e ratios. Tokyo's is even more ex- 
travagant than ever, and Singapore 
has been increasing its lead over Hong- 
kong even while its economic perform- 

ıce and prospects have been signific- 

tly worse. In Singapore, as in Tokyo, 
the effect of foreign money seems to be 
to reinforce local weight-of-money fac- 
tors rather than tending towards global 
equilibrium. 

In the short term, however, interna- 
tional factors may favour Hongkong if 
funds dedicated to Far Eastern markets 
take profits in Tokyo and head else- 
where. And overall foreign inflow 
seems more than likely to offset local 
outflow as investors continue their pre- 
1997 diversification. 

e SHROFF is no bull of the world 
economy. Despite money-pump prim- 
ing, it remains in a deflationary mode 
with high, real interest rates, an almost 
static US economy and growth efforts in 
Japan and Europe offset by very weak 
demand in commodity exporting coun- 
tries. Hongkong's local worries cannot 
be discounted and there is a warning 
sign in the gap between dividend yields 
— now averaging a mere 3.5% — and 
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nomic committees up to the State Eco- 
nomic Council. 

» Permission to trade foreign exchange 
among themselves under official super- 
vision. ə 

>» A requirement that local officials 
make decisions on investment applica- 
tions within three months of receipt of 
documents. 

Reaction to the incentives has been 
luke-warm and most investors believe 
they will not attract new investment. 
Foreign investors will stay away, re- 
marked one Hongkong-based dip- 
lomat, because of the overriding prob- 
lem of foreign-exchange convertibility 
and the resultant limited access to the 
domestic market. Foreign-exchange 
problems aside, other impediments to 
investment, noted by bankers in parti- 
cular, are the limited — and presumably 
non-renewable — term of joint-venture 
contracts themselves and the underde 
veloped legal system, which makes t 
risk/reward ratio untenable to most 
foreign investors. 

The promised tax relief generally hé 
met with a “so what?" response. Of the 
investors the REVIEW spoke with, not 
one mentioned the present tax rate as an 
obstacle. Indeed, the unprofitabilty of 
many joint ventures has rendered tax- 
ation on profits a moot point. 

For the near term, there is little in 
the incentives which will bring a tur- 
naround in the decline in foreign invest- 
ment, and it remains to be seen whether 
a pickup will occur in 1987, as Chinese 
authorities predict. As Zhu Rongji, 
vice-minister of the State Economic 
Commission, said at a news conference 
before the publication of the incentives: 
"The domestic markets are here, but 
there is no foreign exchange for them to 
repatriate . . . The problem of shortage 
of foreign exchange will be around for 
some time." Rather, he noted, the mea- 
sures are aimed at placing China's ex- 
ports, and ultimately its export climate, 
on an equal footing with its East Asiz 
competitors. 

Considering. both the political and 
economic constraints, the incentives are 
probably the best China can offer at this 
juncture. Genuine concessions have 
been made and national precedents set: 
China's leaders have taken heed of 
foreign advice. It must be recognised, 
however, that the implementation of 
many of the new incentives implies the 
surrender of power by cadres on the 
local and provincial levels, and could in- 
tensify the tug of war between central 
authorities and local functionaries, 
which is not confined to the arena of 
foreign investment alone. 

Indeed, the degree of uncertainity 
surrounding the succession of Deng 
Xiaoping, chairman of the Chinese 
Communist Party Central Advisory 
Committee, suggests that until the suc- 


cession issue is settled — presumably 
next year — implementation will be 
slow in coming. 11 
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Workers Lu Shenzhen SEZ: tax cut. 


INVESTMENT 


A genuine effort 


New rules cut red tape for foreign investors in China 


fee is computed on a one-time basis. 
» The exemption from staff subsidies 
other than labour and welfare outlavs. 
» The provision that fees for water, 
electricity, communication and trans- 
portation services will be the same as for 
state-run enterprises. 
» Exemption from tax on remitted pro- 
fits and full tax refunds on profits rein- 
vested for not less than five years. 
Export-oriented firms which sell 
more than 70% of their production 
abroad will also receive a 50% cut in 
profits tax, while hi-tech firms will be 
granted a three-year extension to the 
concessionary rate they now receive. 
Presently, joint ventures are exempt 
from profits tax for two years and pay 
half the normal tax rate for the next 
three. In addition, the income tax paid 
by export enterprises in the special eco- 
nomic zones (SEZs) and other specially 
designated zones will be lowered to 
10% from 15%. Less easy to enforce is 
the provision that export-oriented firms 
and those possessing advanced technol- 
ogy will receive priority access to work- 
ing-capital loans from the Bank of 
China (the central bank). 


Fe the longer term, the most signi- 
ficant of the new regulations are 
those that are not quantifiable and apply 
to all foreign enterprises. If implement- 
ed, they could effect a turnaround in 
China’s reputation as a difficult place in 
which to invest. They include: 

» The freedom to hire and fire, deter- 
mine salaries, make planning decisions, 
source materials and raise funds. 

» The right to refuse to pay “unreason- 
able charges" and to appeal to local eco- 





By Ellen Salem in Hongkong 


rough hardly a panacea for the ills 
that have resulted in a 20% decline 
in foreign investment in China in the 
first half of 1986, the long-awaited mea- 
sures Peking announced on 10 October 


to ease the problems of foreign invest- | 


ors will, if implemented, reduce red- 
tape and guarantee a fair degree of man- 
agerial autonomy for all foreign invest- 
ors. At the same time they will sharply 
reduce the operating costs of hi-tech 
and export-oriented enterprises. 

The determination of many in 
China's upper echelons to see that the 
reforms are enforced is attested to by 
the creation of a foreign-investment 
steering commission headed by State 
Councillor Gu Mu. Comprised of senior 
officials of 11 key departments, the 
group is charged with making recom- 
mendations on the scope and direction 
of foreign-investment policy. But more 
importantly, the commission, while not 
actually administering the rules itself, 
will monitor often-intransigent regional 
authorities, which deal with foreign in- 
vestors and arbitrate disputes between 
government departments. 

The new regulations, effective from 
11 October, fall into two broad 
categories. The first consists of mea- 
sures which are relatively specific and 
thus should be easy to implement. 
Aimed at lowering the taxes and operat- 
ing expenses of export-oriented and hi- 
tech firms, they include: 

» The standardisation of land-use fees 
at Rmb 5-20 (US$1.35-5.40) a m2 a 
year where the development fee and 
site-use fee are computed together, 
and a reduction by half from Rmb 6 
to Rmb 3 m? where the development 
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THE QUEST FOR THE WORLD S 
FASTEST RED HERRING 
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If there's a formula for success 

in the financial community, it surely 
W has something to do with the flow 
rate of information. 





F a The faster word of the deal goes out, the 

faster the response. 

- £^ In our business—financial printing—the word goes 

` outin a “red herring,” a prospectus written to tell a 

financial story in full, printed with total accuracy, and 

F distributed with all possible speed. But just how fast is that? 
We're working on a new system of measure. 


® its an on-going project. Back in 1973, we taught computers our 
trade. And computers did for us what they've done for many— 


Now, with links to Asia, the Far East, and Australia, we can deliver an entire job to 
` almost any major financial center in the world in a matter of minutes. 


* Inthe race of the red herring, we intend to see the winners all wearing one color. 
Pandick blue. 


@ PANDICK, Inc. 


345 Hudson Street, New York, N.Y. 10014 
(212) 741-5555 Telex No. 12009 





Full-service offices and plant affiliations in financial centers throughout North America and the world. 


(Affiliates) United Kingdom: Burrup Mathieson, Williams Lea Sweden: Esselte Vaerdetryck AB Australia: Melbourne-MacKenzie Typesetting; 
Sydney—R.T. Kelly Hong Kong: Printrite Press (HK) Ltd. Japan: Obun Printing Co. Singapore: Form & Function Pty. Ltd. 
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chase of Bretain's Courage Breweries. 


Active share-buying, by raider Ron 


Brierley's Ind@strial Equity and others, 


in the troublederetail giant Woolworths 


also lifted markets. 

While the spread of buying had its 
heady element, one factor was the 
shortage of available scrip — given a 
corporate sector severely rationalised in 
recent years and an unwillingness by in- 
vestors to part with holdings bought be- 
fore extension of the capital-gains tax 
last year. ۱ 

Larger institutions got around this by 
moving into the Sydney Futures Ex- 
change to take up SPI futures. On 7 Oc- 
tober, the number of contracts ex- 
changed was — at 5,419 — some 2,000 
more than on any previous day and 
equivalent to some A$720 million worth 
of stock. December SPI futures prices 
moved up to trade at a slight discount t^ 
the current All-Ordinaries Index, ô 
some days at a small premium. 

The market's reliance on a singl 
metal inevitably drew comparisons wit 
the nickel boom of 1969-70. But 
analysts pointed out that present listed 
gold companies were in the main based 
on sound exploration work or were ac- 
tually in production, even though the 
short working-life of some smaller gold 
operations (due to limited reserves) 
caused concern about elevated share 
prices. Fas ae 

That the same optimism spread over 
the whole market caused more concern. 
Managing director John Spalvins of the 
diversified retail group 6 
Steamship Co. told a meeting of ac- 
countants in Melbourne that he had 
never seen stockmarket activity at such 
a high level, with such disregard for fun- 
damentals. حول‎ Bd ۱ 

"When you see dividend yields aver- 
aging 3-4% and a price-earnings ratio of 
13 to 14 times, you just wonder how this 
situation can continue when interest 
rates are around 18% plus," he said. M 
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Dividend E 
(prev.) 
Full-year sales forecast at Y 95b vs 50 p 


Low tin price reduced availability of domestic concentrates. | 


Second-half turnaround enabled 


Premium revenue rose, but was offset by higher expenses. 3 


Earnings fell due to difficult economic conditions 5 
Far East pre-tax profit down 23.496 to £13.4m : 
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After the gold rush 
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Australia's stockmarkets boom despite uncertain signals 


newed interest in Australian stocks, as 
the Australian dollar continued on the 
steady footing it has found since a 
severe run on 25 July — even firming 
slightly towards 64 US cents. Financial 
markets have given up the monthly 
search for an improvement in thé coun- 
try s severe current-account deficit. 
After another poor figure for Sep- 
tember, a deficit of A$1.45 billion, the 
dollar actually firmed above 64 US cents 
for the first time in more than two 
months. 

Buying spilled over from -scarce 
major gold stocks such as Kidston and 
Placer Pacific to the numerous second- 
echelon gold miners, where price-earn- 
ings ratios were low by world standards 
in the 5-13 range. The optimism spread 
to other metals, causing a broad lift in 
the previously lagging metals and min- 
erals sector. 


"he All-Industrials Index, after lag- 
ging the trend, hit a record level of 
2,086.1 points on 14 October. It bene- 
fited from selective buying of com- 


panies with a strong overseas business 


base or those domestic manufacturers 
whose foreign parents might wish to 
take advantage of recent changes in 
foreign-investment rules, allowing them 
to buy out local interests. 

The takeover factor also came into 
play. There was open discussion from 
Elders IXL chairman John Elliott on 
what a sale of his company's stake in 
steel and resources group the Broken 
Hill Proprietary Co. would do for its 
debt-equity ratio, after the Elders pur- 
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% change 
c | H20 Aug. | ¥2.9b —29.7 | ¥47.7b steady 
| (US$18.8m) | (US$308.7m) 
Datuk Keramat | H31 July | M$738,000" M$92m nil 
Malaysi (US$281,679) (US$35.1m) (26¢) 





.| By Hamish McDonald in Sydney 


"x و‎ the “real” economy of slump- - 


ing domestic growth, and the pes- 
simistic lead from major foreign ex- 
. changes, Australian sharemarkets en- 
. joyed a new bull run through the first 


. half of October, with “he country's: 


| booming gold-mining sector and a 

.| steady Australian dollar the main driv- 
| ingforces. 

.. With the market's key indicator, the 

| Australian All-Ordinaries Index, at a 
. record 1,350.5 points on 14 October, 


the surge shrugged off some profit-tak- 


ing. With share-price index (SPI) fu- 
. tures for December and even. March 
. trading at only a slight discount, some 
| EDS predicted high prices would 
. hold through the year ONS as the gold 
price and exchange rate stayed firm. 


Even before the latest surge. gold 


prices were already twice as high as two 
years earlier. One reason for the high 
gold price — around 7 

(US$447.30), and more than triple the 
. average extraction costs — was the 25% 


| depreciation of the Australian dollar 


| since early 1985. New jumps in US dol- 


.| lar gold prices in other markets on inter- 


national uncertainties went straight to 
` the bottom line of projected company 


| accounts. 


At the same time, a major threat to 


. | industry profits seem to be removed. 


Western Australian State Premier 


.| Brian Burke said he was confident that 
| his Australian Labor Party colleagues in 


the federal government would not re- 

move the exemption from corporate tax 

that gold miners have long enjoyed. 
Foreign investors also took a re- 
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Y 30 June 


Y 30 June | M$42.3m* 
(US$16.1m) 
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(US$64.3m) 
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flurry of speculative buying. This year 
the stock soared from Rs 11 to Rs 51 be- 
tween April and September. Sabu made 
his forward purchases of Modi shares 
near the peak price. 

If the bullish trend had been allowed 
to proceed true to pattern, insiders 
would cash in their holdings early in Oc- 
tober and reap attractive rewards. But 
institutions, having grown wise to the 
annual game, stepped in late last month 
with heavy sales of the stock, siphoning 
off some of the profits that the rampers 
had been so carefully nurturing for 
themselves. Sabu was said to be trading 
on behalf of a well-known specula- 
tor who formerly had been a BSE mem- 
ber. 

In addition to setting floor-settle- 
ment prices in the stock, the BSE also 
raised margin requirements to Rs 15 for 
sellers (vs Rs 8 for buyers) to stem a 
bear run on Modi Rubber. As for Sabu 
himself, exchange officials opted 
against Cp roing him as a defaulter, 
though a number of leading brokers voic- 
ed unhappiness with this decision. 

One of them, B. R. Raheja, went so 
far as to file a solicitor’s notice with the 
BSE threatening a lawsuit if Sabu was 
allowed to settle his business dues 
(thereby burdening his trading partners 
unduly) instead of being declared in de- 
fault. Raheja filed a similar suit three 
years ago to block the BSE from finess- 
ing an earlier default crisis. 

When the market reopened after its 
two-day breather, share prices across 
the board held steady. Observers cred- 
ited this firmness, though, to short-lived 
euphoria over a proposal for Rs 1 billion- 
worth of excise and customs relief to in- 
dustry, rather than any underlying con- 
fidence in the stockmarket. The full 
impact of the Modi Rubber default 
crisis will only surface in the next few 
weeks. fi 
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Trading on the BSE. 





Problems on the floor 


ge Bombay bourse closes for two days following a major default 


his defaulted commitment at the man- 
dated price of Rs 40 a share (US$3.16), 
about Rs 3 less than the scrip’s closing 
rate for the week prior to the default. 
Settlement charges on 14 October rose 
to an annualised rate of 30% (versus 
18%, the previous week) to reflect the 
hiccup in the bourse’s cash flow. Brok- 
ers have the option of unloading the bal- 
ance of Sabu's defaulted commitment 
onto the Unit Trust of India (UTI), also 
at the mandated Rs 40 a share price. 
Ironically, it was UTI itself (along with 
other financial institutions) that indirect- 
۱۷ helped precipitate the default crisis, 
market sources suspect. 

The ramping of Modi Rubber in the 
months running up to its financial re- 
sults in October has become something 
of an annual event on the BSE. 
Rumours of sanguine accounts and up- 
beat corporate developments stir up a 





Lincoln Kaye in Bombay 


dia's biggest and busiest bourse shut 
down for two days as exchange offi- 
cials struggled to smooth over the de- 
fault of a leading broker on forward- 
purchase commitments in a hotly traded 
blue chip. By the close of the settlement 
period ended on 7 October, the broker, 
Sushil Kumar Sabu, was on the hook for 
1.2 million shares of Modi Rubber, flag- 
ship company of a leading Punjabi fami- 
ly group. His default left over 100 of the 
280 broker-members on the Bombay 
Stock Exchange (BSE) holding the bag. 
To make matters worse, about 600,000 
Modi Rubber shares were traded off the 
BSE floor, and on these Sabu seems to 
have skipped paying the required mar- 
gin. 

The outstanding shares were carried 
over into the next settlement period, 
ended 14 October, at which time Sabu 
made good his pledge to pick up 50% of 
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7 Oct. ۱ 
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on higher gold - 


| Others unchanged. The period's biggest gain came - 


| 

| 

| 

| 

| across the 2,000 mark, last touched in 1981, on 7 
| 
| 

| 

| 

| 

i 

| 

| 


ors attention, but by the end of the period, it was 
the Singapore counters that had put on the most 
spectacular gains. Turnover averaged 8.45 million 
shares a day with an average value of M$18.08 mil- 
lion (US$6.9 million). Fraser's Industrial Index 


finished up 178.9 points at 2,789.88, 


SEOUL: Over another slow period, the index fell 
2.22 points to 252.33. Average daily volume rose 
slightly. by 284,000 shares to 12.1 million. Due to 
falling values, however, turnover was off by Won 
639 million (US8728.,000) to Won 12.31 billion on 
an average dailv basis. Financial stocks fared best. 
up 3.7876, followed by insurance, rising ۰ 
_ Rubber and machinery shares suffered the most. 
| down 3.87% and 3.67%, respectively. Gaining the 

most by issue was a new listing, Dongbang Securi- 
| ties, which rose 16.2%. 
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BANGKOK: Confidence rose along with share 


prices, as cement-sector. stocks led the market 
higher. The index rose to 155.14, posting an im- 


pressive gain of 6.54 points from the previous - 


period. Advances led declines by 36 to 18, with 40 
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| trom Thai Tin Plate. Falling furthest was ITF. 
| Volume amounted to 4.8 million shares valued at 
| Baht 894.28 million (US$34.4 million). | 

| 

| 

| 

| 


| TAIPEI: Individual investors jumped on the band- 

| wagon that institutions had started in the previous 

| two periods, with the result that trading volumes 
hit record levels and the weighted price index con- 
tinued rising toward the psychological 1,000-point 
barrier. The index ended the period at 982.81, up 

| 24.64 points, while transactions averaged a mas- 

| sive NT$3.56 billion (US$97.3 million) a day dur- 

| ing the four-day period. Volume on 13 Oct. of 
NT$4.12 billion was an all-time record. Low in- 
terest rates have pushed large amounts of idle cap- 
ital into the market. The best performers were ex- 
port-oriented counters. 


| MANILA: Average daily turnover rose to P83.09 
| million (US$4.1 million). a five-year high, on vol- 
ume of 1.25 billion shares. Prices advanced over a 
broad front, sending the Manila mining index 


Oct. The commercial-industrial index exceeded 


500 for the first time on 9 Oct. Philippine Long 
Distance Telephone ended the period at a record- 


P290. Oils ended higher, with Oriental A rising 
by 40% and Oriental B by 38%. oa 


BOMBAY: Equity prices at the troubled Bombay 


Stock Exchange (BSE) picked up marginally on 
moderate turnover when the bourse reopened 
after a two-day shutdown, forced by a leading. 


brokers default on more than Rs 60 million. | 
(US$4.7 million) worth of forward-purchase com- * 


mitments in a hotly traded blue chip. The prevail- 
| ing. gloom was lightened-a bit by the Finance 
| Ministry s anouncement of nearly Rs 1.2 billion 

worth of customs and excise reliefs for industry, 

The lift may be short-lived, though, as ne rvous at- 

tention focuses on the execution of the BSE work- 
| s 





Gainers in the majority. 80007 | 
MOST Asian bourses enjoyed boom times, with Manila hitting a five-year high, ne 
though Tokyo and Seoul saw.prices weaken. Causeway markets strengthened in part 
on expectations of an improved Singapore economy. Australia rose 


AUSTRALIA: Sharemarkets initially advanced on | 
ontinued overseas buying of gold stocks to score | 


rom invest- | out package for the defaulting broker 














prices and foreign buying. 


HONGKONG: The market rested on a deserved 
. three-day holiday after the Hang Seng Index hit 
new peaks five days in a row, On 10 Oct. the index 
“rose to 2,279.52, comparéd with 2.135.8 on 6 
Oct., as punters finally showed their nervousness 
. and volume steadied. Volume at the outset of the 

period was only HK$905 million (US$116 mil- 
on), but over the final three days averaged 
HK51.66 billion, on strong overseas institutional 
buying. Utilities and properties were strongest, 
with little strength in the finance sector. 


OKYO: The market looked for excuses to sell for 
ost of the period, and found one in the stale- 
ated Reagan-Gorbachov meeting in Iceland, 
hich analysts said prompted a selling spree on 13 
ct. The Nikkei Stock Average shed 311.50 
joints for the day. and closed the week at 
7,338.73. Giant capital stocks were sold heavily, 
is were Tokyo-listed foreign stocks. The moving 
iverage for turnover during the six-day period was 
| low.335.01 million shares: The 13 Oct. value 
urnover was Y 289.99 billion (US$1.9 billion). 


۱ string of records, but tripped up on a sharp 
US$10 fall in the bullion price, indicating just how 
dependent the market is on gold for its strength. 
Despite the downturn the Gold Index closed 25.7 
points stronger at 1,593.3. The All-Ordinaries 
ndex scored three records and closed 27.9 points 
igher at 1,338.7. Interest spilled over into indus- 
triat companies with overseas holdings. such as 
‘News Corp. The All-Industrials index ended 41.5 
points stronger at 2,069.4. Turnover throughout 
the period was 810 million shares, worth AS$1.1 
billion (US$703 million). | 


NEW ZEALAND: Prices responded strongly to 
continued buying enthusiasm, which remained 
widespread throughout the period. There was lit- 
tle in the way of general economic news involved: 
rather, the market responded positively to com- 
pany announcements and a number of newspaper 
Stories tipping further gains for high-performing 
stocks. The Equiticorp/Omnicorp/Rainbow stable 
came in for strong support on this basis. 








SINGAPORE: Encouraging forecasts of economic 
growth triggered a wave of institutional buying 
from overseas that gave the SES one of its best 
weeks in more than two years. Blue-chips were 
heavily in demand, with SIA topping S$10 
(US$4.00) at one point before slipping back to 
$9.40, on rumours that its government-owned 
parent Temasek Holdings might divest some of its 
Stake in the airline. Fraser's Industrial Index 
gained a massive 646.37 points to finish the period 
t 5,548.2, while turnover was equally impressive 
averaging 34 million shares traded daily. 


UALA LUMPUR: The period got off to a hesitant 

art due to profit-taking among oil-palm stocks. 

But blue chips gained steadily thereafter, with 

rong interest shown in Singapore-based coun- 
Prope also benefited f 
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‘Are Gaining New Identity Now 
at Nippon Steel 


That’s because we’re using our broad 
expertise in steelmaking technologies and 
applying this knowledge to the development of 
new materials, processes, and electronics. 

In order to meet user needs and to improve 
product quality, we carry out sophisticated, 
user-oriented tests. One example is evaluating 
the characteristics of NSC-produced silicon 
wafers in a variety of user-specific applications. 
Such in-house, user-oriented tests are rarely 
performed by wafer makers. 

Assessing the properties and applications 
of materials for electronic devices is a step which 
takes Nippon Steel far beyond the materials 
production stage. It helps to improve the quality, 
enhance the value, and realize the new potentials 
of various materials, including new ceramics, 
metal hydrides, carbon fibers, shape memory 
alloys and more. Our capabilities also include 
computer-aided microanalysis, plasma blasting 
and laser welding. 

As the next century draws near, Nippon 
Steel will continue to lead the way as a fully 
integrated manufacturer of materials and products. 
And as an innovator of new processes and 
services. For traditional materials of every type, 
and for advanced, value-added materials that meet 
the diverse needs of today’s high-tech industries, 
rely on Nippon Steel —the company that continues 
to identify future pathways to success. 





NIPPON STEEL 


Tokyo, Japan Telex: 22291 










































order processing, production 6 
payroll, fixed asset accounting and 
cost accounting. 

COMET® can aiso be used for 
general tasks, such as word process 
ing, graphics, data analysis, and en- 
quiries. It is perfect for international 
companies because it is fluent in a 
wide variety of laRguages and adapt 
easily to different currencies, fiscal 
regulations and local laws. It aiso ha 
an uncanny ability to adjust to differ- 





ust as the tangram egg can be 

reconfigured to create hundreds of 
very different birds, Nixdorf ۴ 
can be adapted to create hundreds of 
different business solutions out of one 
basic idea. 

COMET® draws on an extremely 
large number of parameterised mod- 
ules which can be matched to all 
kinds of business for financial ac- 
counting, order processing and 
invoicing, stock control, purchase 
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>.. . plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate. Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 





Please enter my subscription for 
| Lj 3months (3 6 months Ll] t year 
| LÛ] Please include the Yearbook at extra 
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US$24.95/HK$195. For airmail delivery, 
please add: USS7/HK$55 
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(Please print in block letters) 


is enclosed 





| Name .* 








| Address 


| 

| Country 
| [1 Jetspeeded [] Surface mail 
| 








Cheque payable to Far Eastern Economic Review enclosed 


To: Circulation Manager 
Far £astern Economic Review, 


| 
L ا ا‎ el WONC1023 


ad =e Eee Tete 6. Sein لح سس‎ 


۱ 
۱ 
۱ 
۱ 
۱ 
| 
| 
| 
| 
| 
| 





¬ The magic 


of Nixdorf COMET^ 
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Please send me further information about Nixdorf COMET® I 


Name 

ا > و ے0 
Company‏ 

Address 





Nixdorf Computer (S) Pte. Ltd., Regional Office Asia Pacific 
+ 07-01 NOL Building, 456 Alexandra Road 
Singapore 0511 — Tel.: 274 11 00, Telex: RS 55700 NIXREG 


NIXDORF 
COMPUTER 


more productive, while giving them 

even more freedom and more control. 
Nixdorf Computer (S) Pte. Ltd. 

Regional Office Asia Pacific 

+ 07-01 NOL Building 

456 Alexandra Road, Singapore 0511 

Tel.: 2 74 11 00, Telex: RS 55700 NIXREG 


Australia, Tel. (02) 4 39 54 77; Hong Kong, Tel. (05) 20 22 22 
Indonesia, Tel. (021) 3 80 09 00; Japan, Tel. (03) 44003 51 
Korea, Tel. (02) 7 35 01 31; Malaysia, Tel. (03) 6 26 03 62 
New Zealand, Tel. (09) 39 98 66; Singapore, Tel. 274 1100 
Sri Lanka, Tel. (01) 57 55 45; Thailand, Tel. (02) 2 36 72 93 
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it operating procedures, accounts 
ructures, report formats and form 
/outs. 

Because of its adaptability, COMET® 
already installed in more than 120 
ferent types of industry. There are 
rer 40,000 COMET® modules in use 
orldwide, supporting over 130,000 
orkstations, providing decentralised 
۱۱۱۲۵۱ without sacrificing head-office 
formation requirements. 5۴ 
ps managers 10 be more creative and 
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152.40 87645 | 10 Oct. 
closed closed t 
155.14 closed 
+4.40% | +0.28% 









23 — 


| Japan: E ur ۱ Ba 1 FEP 
Stock Exchange of Hongkong Lid: Hang Seng Bank 
Australia, Singapore, Malaysia: Reuters, Ki 
land: Book Club Finance and Sécivities Co. 
Zealand: Renouf Partners, South. Korea pes 
Taiwan: Vickers da hun & Ge. ei tdi 
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Fima Metal Box 
Hume industries 
Malayan Cables 
Malayan Cement 
Malayan Credit 
Malayawata Steel 


Malaysia Budding Society 


Matsushita 

New Straits Times 
Pan Malaysia Cement 
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Public Bank 
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» worldwide network of more than 1900 BERLINER B AG, Berliner House, 81/82, 


correspondents ES Gracechurch Street, London EC 3V ODS, 
۱ ization in corporate business. ` Tel:(01) 929 4060, Telex 884131 bblo g. - 


PLINER Par AG. contact 


lin (West), 








and Stuttgart. . 











inancing, money and capital market ope- 











special Euromarket financing 


services: BERLINER BANK 
5.4.60 Grand Rue, Luxembourg, Tel: 4TT: 


Telex 1803, bbicr lu. 
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Graduate School of Industrial Administration 





March 1-April 9, 1987 September 20-October 30, 1987 
An intensi ve Six. week program that has been traini ing upper-level managers since 1965. | 








Objectives i 000000000 e 

The program is designed't to: ۱ ۱ gS 
! ۰ develop an integrated view of management E odd sz T 4S 
ions. و‎ 25 percent ol the: pari icipants are * emphasize the company's meee fit in its competitive e eee 









vironment, Homan resources, e of technol ogy, 
marketing, and crisis management. 





Further information 


. Please contact: Robert Dalton, ‘Associ iate o Dear iDirecior a 
Executive Education, Graduate School of Industrial Administration, 
Carnegie Mellon University, Pittsburgh, f PA 2 Telephone 
(412) 268-2304. Telex 469008. ۱ 
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tance of three-fourths o6 
A Tennessee location, with 


` TENNESSEE. 
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Community irum, 
Lockhart, at Telex 499-1829 
NAS. Or write: 
Alexander, State Capitol, Nas 
ennessee, U.S.A. 32719. - 
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INVESTMENT PROPER 


HILLS SHOPPING CENTRE ۰ SEVEN HILLS ۰ SYI 


























WOOLWORTHS - FRANKLINS (DAIRY FARMERS) - PLUS 2 OTHER MAJOR CHAINS 


Woolworths, Franklins (Dairy Farmers) plus 2 other major national chains underwrite the strength of this recently - 
expanded centre. 90 specialty shops, 850 car spaces and a net lettable area of 18,600’ represent a timely ® 
opportunity to purchase a prime retail property in one of Sydney's growth areas. 

| .. Net income $2,849000 p.a. Attractive local tax benefits are also available. 


TO BE SOLD BY PRIVATE TREAT 


Full investment report available to Principals from the vendor’s agent. Contact Charles Tweedie (612) 27 3543. 
for further details. ine 


NCH : FREEMAN 


PROPERTY CONSULTANTS js 
~ Level 26 Australia Square, Sydney Tel. (612) 27 394 3AD- 















































machine," an attitudinal beast whic 
descends with awful force upon tho: 
who display too much initiative. 

But New Zealand is not as wealthy ; 
it was in the 60s when freighters cou 
be loaded with any number of sheep ca 
cases for Britain and farmers could bı 
a new car each year. The poor in Aucl 
land are very poor. A local newspap« 
feature writer tells the story of a Sout 
Auckland family which waits for supe 
market vegetables to start to rot so the 
can buy at a discount. 3 

Many farmers, too, are poor. Som 
are walking off their land, forced int 
mortgage sales. The Labour Gover 
ment has made more enemies than ju 
the US since it came to power. It has re 
moved farm subsidies and freed intere: 
rates, and suggested to rural and urba 
dwellers alike that i 
they cannot stand o 
aer sa ree recte their own feet, the 
— ew will have to bow out 
Www Residents are em 
bracing this alie 
philosophy as thoug! 
thev would a snake 
Big business, in fron 
the cold of the lon, 
wintry years of Mul 
doon socialism, is lap 
ping it up like warn 
milk. 

There is a new 
New Zealand .ricl 
emerging. Housewive 
are holding regula 
neighbourhood sharemarket meetings 
each contributing, say, NZ$50 a mont 
and taking turns at managing the un 
trust portfolio. The property marke 
is booming, with some Auckland resi 
dences selling at the NZ$4 millioi 
mark, and on the Coromandel Penin 
sula, Auckland's super-rich are parkin; 
their yachts alongside the BMW outsidi 
their NZ$300,000 holiday-home. 

Labour's financial deregulation ha 
made it easy for some to prosper, an 
easier for the poor to get a lot poorer 
The gap has always existed, but it i 
quickly widening. and a soaring crimi 
rate suggests it is becoming a 6 
divisive chasm. 

Yet New Zealand is still a land of op 
portunity, and Auckland is its gateway 
A German tourist who arrived recently 
spotted a business chance almost im- 
mediately. She bega» making Maor 
dolls in an elaborate stvle not seen in 
any of the tourist shops. She charge: 
NZ$1.,000 a doll, and is just about to buy 
a dairy farm. — Bruce Roscoe 


FINANCIAL TIMES 





served, only to be told there is a limit to 
the amount of New Zealand dollars you 
can have. Japanese tourists are told they 
can have no more than NZ$1,000 
(about US$500), or Yen 75,000. Like 
the "pub with no beer" in that good old 
Aussie refrain, here we have the “bank 
with no beans." And there is no apol- 
ogy, either. "We don't have any more 
dollars here,” the bank teller says, after 
getting the change right the third time. 
New Zealand's tourist industry has 
not geared itself properly for Japanese 
arrivals. Auckland souvenir shops stock 
mostly the same boring items, machine- 
manufactured Maori canoes with just a 
trace of actual carving, a lot of wooden 
bowls, and sheepskin rugs. And none 
put up yen-dollar exchange rates. Why 
would shoppers want to know? But no 
matter what a Japanese tourist might 
purchase, it would not be easy to spend 
more than his BNZ-allotted quota of dol- 
lars. So perhaps the bank knows best. 
Many Japanese tourists leave New 
Zealand with a surplus of dollars and, 
understandably, ask for yen at the air- 






port. Of course, the BNZ has run out of 
yen, too. It used up all its yen buying 
back the surplus dollars of Japanese 
tourists departing the day before. 

But you cannot take New Zealan- 
ders to task for any of this without invit- 
ing great resentment. You are at once 
interfering with their lifestyle, which is 
rooted most strongly in a “get-away- 
from-it-all” code, a latterday replay of 
the early settlers escaping from the tail 
of Britain's industrial revolution for a 
quiet life down on the farm at the other 
end of the world. 


E yn lies a certain quality of life, 
and there are few apologists for it. 
After all, tourists come to see a land un- 
spoiled by the machine of business. It is 
good for locals, too. They can strike, the 
unemployed can live comfortably off 
the state for months, and you do not 
have to demean yourself by serving peo- 
ple. You can work if you want, but not 
too hard. The local media tells tales 
often enough of the “great clobbering 


Part of Auckland 's busy waterfront. 
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A: the pilot of the Boeing 747 Jumbo 
gets ready to land at Auckland air- 
port, he advises passengers of local wea- 
ther conditions, the time he expects to 
have everyone safely on the tarmac and, 
of course, would you please Set your 
watches. back 30. years. We are ap- 
proaching New Zealand. 

` That joke is so old its whiskers are 
greying, and it was never an entirely fair 
appraisal of the state of the nation. But 
the returning expatriaje notices at- 
titudes typically New Zealand in flavour 
that simply stand oblivious to time and 
foreign common sense, Western or 
Asian. There is a fossil-like resistance to 
change, especially in attitudes towards 
business. 

A busy New Zealand businessman of 
course wants to prosper, but not at the 
expense of leisure pursuits. These are 
sacrosanct. If you go into a shop late in 
the day you will visibly upset the shop- 
keeper and his assistants — if they are 
still there. Chances are, they are going 
out the door just as you are going in. 
And they resent your "late" appear- 
ance. You may be dis- 
turbing an early even- 
ing round of golf, a 
barbecue dinner or 
swim in the pool. 

Most New Zealand- 
ers are accustomed 
to the dangers of 
shopping near closing 


to apologise for the 
inconvenience they 
are causing. But not 
so the Japanese, and 
Auckland is crowded 
(hundreds constitute 
crowds in New Zea- 
land) with Japanese 
tourists. Four flights a week from Tokyo 
empty into Auckland airport, and it can 
take the airport about two hours to 
empty the tourists. Except of their 
money. 

When the flights began a few years 
ago, there was much ado. Tourist offi- 
cials emphasised the importance of the 
industry as an earner of foreign ex- 
change. Restaurants put up signs in Ja- 
panese, and worried hoteliers hurriedly 
posted instructions in hotel bathrooms 
advising tourists to wash inside the bath, 
lest the rooms would be flooded. 

But official glee at new sources of in- 
come and consideration on the part of 
some businesses is betrayed by a service 
industry which considers serving a most 
detestable chore. The Bank of New 
Zealand is probably the best — and 
worst — example when it comes to ser- 
vice, not that other New Zealand banks 
are much better. The BNZ simply 
stands out because of its monopoly air- 
port business. 

You wait in line for 40 minutes to get 


۱ . time. They know how 
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ADD BLADES 
TOAHELICOPTER 
TO MAKE IT QUIETER. 


The sound of a helicopter providing life-saving 
speed for the ill and injured, or a fast response by 
law enforcement agencies, has been a welcome 
intrusion. But now, as our helicopters go about 
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Two exciting new 
nvestment opportunities 


from Perpetual. 


On the 8th November 1986 Perpetual are adding two new, 
ersey based offshore unit trusts to their very successful range of funds. 


The Perpetual Offshore The Perpetual Offshore An Established Record 








Far Eastern Growth Fund European Growth Fund of Success 
p and advanced The smaller stock markets of continental In the U.K., Perpetual were voted Unit Trust 

the Far East offers exceptional Europe have enjoyed considerable support Managers of the Year for 1985 by both the 
Knie opportunity with most of the over recent years and, spurred on by Observer and Money Magazine and ‘Smaller — — 
۱25 economies undergoing substantial increasing domestic interest, are developing Unit Trust Group for 1984' by the Sunday 
rapid structural changes. rapidly in an environment of economic Telegraph, having maintained a consistent ۱ 
ver the last ten years less developed Success. pattern of investment success with increases ۰ - 
itries have seen a shift from agriculture The Fund will include the 2,400 plus public in unit values for each Perpetual Fund for a 
manufacturing, while the more companies of the U.K. in its investment every year of their | 
strialised nations have changed emphasis horizons increasing the number of respective histories. ; 
i lower to higher value products. companies in which the Managers can The first Perpetual 2 
he region's development has been invest by 8076. Fund. the Internat- 
»orted by levels of capital investment far ional Growth Fund 



















has been the UK $ 
top performing auth 
orised unit trust since 
its launch on the 11th 
September 1974 to 
st September 1986. 


re those of the developed Western world, 





since launch on 23rd January 1983 


since launch on 21st April 1984 peu 















i die^ d 3 since launch on 8th April 
NB Af die E 0۱ 
Europe, including the U. K., is experiencin to offer اد‎ iie EE I 
anew economic era of steady low- 





TM -— ay inflationary growth which qoem send me details (on the terms o! ACC? 
it is government policy in many Far Eastern EN we believe will provide which alone applications will be considered ). Op’ 
itries to encourage the growth of stock x rewarding longer term Please tick box. 

kets as efficient channels for local Savings investment results. O Offshore Far Eastern Growth Fund. 
international capital into national LJ Offshore European Growth Fund 


To: Perpetual Unit Trust Management (Jersey) 
Limited, PO Box 459, Norwich Uniongddouse, 
۱ Church Street, St. Helier, Jersey, Channel Islands. 
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The road - 
for a refugee 
is as long 
as you make it 





This road can be very short if we all help. 
It may lead the refugee back to his home- 
land. It may mean the beginning of a new 
existence in a neighbouring country. Or it 
may take him thousands of miles away from 
his home 

The United Nations High Commissioner 
for Refugees co-ordinates world-wide efforts 
to solve refugee problems, to give human 
rights back to refugees: work, education, 
freedom from persecution, legal protection. 

Since 1951, UNHCR has helped some 
25 million refugees to begin a new life. 





UNHCR 


United Nations High Commissioner for Refugees 



















Plant Feeding Stuffs 
from Anhui Native 
Produce Branch 











Anhui is abundant with agricul- 
tural growth. One of the main 
exports is feeding stuffs with 
varieties such as: 







Dried taro slices 
Rapeseed cakes 
Cotton seed cakes 
Groundnut cakes 
Sesame cakes 
Soybean dregs 
Rice bran 

Wheat bran 

Grass meal 

Leaves meal pelled 








Orders and inquiries are most 
welcome. 



















CHINA NATIONAL NATIVE 
PRODUCE AND ANIMAL BY- 
PRODUCTS IMPORT AND 
EXPORT CORPORATION, ANHUI 
NATIVE PRODUCE BRANCH 

Imp. and Exp. Building Jinzhai Road, 
Hefei, China 

Tel: 61580 

Cable: ANHUITC HEFEI 

Telex: 90013, 90036 AHTC CN 












Preserved Eggs with 
a thousand years 
history from Anhui 
















Preserved eggs in China have 
over a thousand years history. 
From being served as a snack to 
a delicious gourmet, its varieties 
and special flavours have always 
been a favourite dish. 


The different flavours of pre- 
served eggs we Carry include: 


Sweetened preserved eggs 
Preserved eggs with hard yolks 
Salted duck eggs 


CHINA NATIONAL CEREALS, 
OILS AND FOODSTUFFS IMPORT 
AND EXPORT CORPORATION, 
ANHUI BRANCH 

Imp. and Exp. Building Jinzhai Road, 
Hefei, Anhui, China 

Tel: 60179 

Cable: CEROILFOOD HEFEI 

Telex: 90010 AHLYS CN 
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BLACK LABEL COMMANDS MORE RESPECT 
۱2۷ YEAR OLD ۰ 


JOHN WALKER & SONS LTD., SCOTCH WHISKY DISTILLERS, KILMARNOCK, SCOTLAND. 
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MORE DRIVE POWER MORE LOAD HANDLING MORE GRADEABILITY 

The Toyota Skid Steer Loader's diesel The Toyota Skid Steer Loader is compact. With plenty of power, 4-wheel drive 
engine delivers power to spare. There's Yet, with an operating load of 520kg, it's deep-lug tires, our Skid Steer Loade 
power enough to carry a big load —up to capable of bringing gut some big loads. handle work in steep, sloping areas. 
520kg. That kind of performance is tough It offers the capacity you need to tackle Which makes its on-site versatility < 
to beat. high-volume materials quickly and more impressive. 


efficiently. And there's also the 2SDK8 
with a 600kg capacity and the 2SGK6 
and 2SDK6 with a 460kg capacity. 




















Our numbers 
add up to "MORE" 
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Toyota products are known for their high level of overall performance. And the 
new Toyota Skid Steer Loader is a powerful example of what we mean. When you 
compare, you'll discover our Skid Steer Loader gives you more of what you're 
looking for. More power and performance. 
More versatility — with attachments to handle 
virtually any kind of job. And best of all, it's 
backed by Toyota quality and reliability. So 
whether you're in construction, landscaping 
or manufacturing, you owe it to yourself to 
check out the Toyota Skid Steer Loader. 
When you do, we think you'll like the way our 
numbers add up. 


_ Toy ota Presents the 


"MORE" PO 
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Clearance 
-— | 0۳ Circle 
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MORE MANEUVERABILITY 


With a 1,730mm clearance circle (with 
standard bucket), the Toyota Skid Steer 
Loader virtually turns around in its OWr» 
tracks. Which means it can get you 

into — and out of — work areas where it's 
impossible to take a larger rig. 





HONG KONG: CROWN MOTORS LTD. TEL: 5-622226 
INDONESIA: PT. TRAKTOR NUSANTARA TEL: 495475 

MALAYSIA: UMW INDUSTRIES (1985) SDN. BHD. TEL: 03-5591201 
PHILIPPINES: PHILIPPINE FORKLIFT CENTER, INC. TEL: 819-09-06 
SINGAPORE: UMW EQUIPMENT SYSTEMS PTE. LTD. TEL: 2653155 
TAIWAN: HO-TAI MOTOR CO.,LTD. TEL: 5612121 

THAILAND: TOYODA (THAILAND) CO. TEL: 245-3405-9 

And distributors around the world. 





deg Cu. m. 
Bucket Capacity 
| 25666, 9 -8] [2SDK7] 


EFFECTIVE DUMPING MORE LOAD CAPACITY 


Ita Skid Steer Loader's 47° We gave our Skid Steer Loader a big 

Jumping angle makes it easier to bucket so you can handle a wide range 

ligh-viscosity materials — such as of materials. Which means you can 

manure. Plus, the bucket is self- handle a variety of jobs, and get them 

to prevent spills. done that much sooner. In addition, our 
2SDK8 offers 0.34 cu. m. bucket capacity 
and our 2SGK6 and 2SDK6 offer a 0.28 
cu. m. capacity. 
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Kuok Connections 
The Rubber Debacle 
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Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — Canada C$3.50 — China US$2 — France Ffr 18 — Holland 3 8 — Hongkong HK$17 — India Rs 24 — Indonesia Rps 2500 
Japan ¥660 — Korea Won 1500 — Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3.50 — Pakistan Rs 22 — PNG Kina 2 — Philippines R25 — Saudi Arabia SR 11 
Singapore S$4 — Spain P 300 — Sri Lafixa Rs 35 — Sweden SKr 25 — Taiwan NT$80 — Thailand Baht 50— U.K. £2 — U.S.A. US$2.75 


"Most generous I'd say.’ 


میا 
J FINE CHAMPAGNE‏ 
COGNAC‏ 


$ REMY MARTIN 
5 AO 4 


THE XO COGNAC by REMY MARTIN 


Exclusively Fine Champagne Cognac 


Remy Martin XO is a superior XO cognac as it is made exclusively from grapes grown in 
Cognac’s two best regions, la Grande and la Petite Champagne. By official decree, only such a cognac is entitled to be nami 
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£2 Knight 
Cheong Hock Che & 
(Part of the Knight Frank 

& Rutley Group Worldwidel : 
IQI Cecil Street, 414-01 Tong Eng Building, 7 
Singapore 0106. Telex: VALUER ES 34722 ` 
Telephone: 222 1333 


Authorny shall in no way be Sable for any default 


The prestige of the number one address in the 
business world. The esteem of the tallest building outside 
the United States. The efficiency of one of the most 
technologically advanced office complexes in the world, 

At OUB Centre, productivity and prestige work hand 
in hand to give your company many distinct advantages in 
today's business environment. 


Building Automation System 
A fully computerised Building Automation and 
Security System will ensure efficiency, comfort and safety. 


Emergency Power Supply 

Even if there is a complete power black-out, business 
can carry on as usual. Thanks to a special emergency 
power system, all computers, telex and telefax machines 
will be unaffected. And 5095 of the 31 ultra modern 
express lifts will still operate. 


Economical After Office Hours Airconditioning 
For your convenience, 24-hour airconditioning is 
available at economical rates. 


Column-Free Space 

OUB Centre’s column-tree office space with Suilt-in 
trunking system will offer you maximum flexibility in 
office layout planning. 


Ample Carpark 

There will be 358 basement lots and another 1,069 
lois in the Golden Shoe Carpark which is conveniently 
linked to the building by a covered pedestrian bridge. 


MRT 
CUB Centre is located right at the door step of the 
Raffles Place MRT station where all the trains meet. 


Recreation Facility 
Within the building will be a full facility heath club, 
offering a welcome respite from work, 


Management 

As the owners are also the major tenants, sou can be 
sure OUB Centre will be immaculately - 
maintained. 


Call our marketing agents today 
and find out about our new revised 
1986 rental rates. You'll be pleasantly 


surprised. OUB CENTRE 
One Raffles Place 
Asia’s tallest 


OUB CENTRE LIMITED 

33rd floor, The Mandarin Singapore 

333 Orchard Road, Singapore 0923 Cable: MANRINCTEL 
Telex: RS 21828 MANOTEL, Singapore 

Office On-Site Telephone: §32 2577 


“The Government and the Urban Redevelopment 
NK ای‎ 34۵ ۷ BOE FE: OPM Ke ۱ ۳ ا‎ e «t : m ds wie 3 
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or failure in complying with any of the terms and conditions of che agreement for subicasine sale or 
transfer as the case may be on the part of either the Developer or the individual sablesses or purchasers. 
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: ` Whos putting the fizz 
into faiwans soft drinks market? 


around the world, they chose Chase. 

They knew that wherever in the world they mig 
require commercial or investment banking services, 
only one bank had the financial strength, size and 
global network, combined with the ability to deliver t 
best financial solutions quickly, without bureaucracy 
and with perfect co-ordination. 


Marketing know-how and product quality. Just two 
factors which have contributed to the Hey Song 
Corporations dynamic growth and made their products 
brand leaders in nearly every sector of Taiwan's highly 
competitive soft drinks market. 

Ten years ago Hey Song needed a bank that could 
help them grow. Like many other major corporations 
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industry knowledge with the broadest range of , 
commercial and investment banking products, its what 
sets us apart from other financial institutions in the 
world. 

No matter how complex your financial needs may 

be, one thing is simple. 


Which bank tc choose. 


NF CHA 


New 


Today, Chase is helping Hey Song identify new 
arket opportunities. We finance their plants. 
'e arrange Letters of Credit for imports, and we even 
]vise them on sourcing for the most cost-effective 
ackaging. 

Chases global banking capability. Integrating 
3ancial strength, size, international network and 
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Rudolf Koller, detail from Gorthardpost (Alpine Postal Coach), 1873, oil on canvas, 115 x 99 cm Copyright € Kunsthsus fürich: 

On dil of its airplanes, Swissair is carrying on a long Swiss tradition: providing you with 
lots of overhead room for luggage. Even in the middle rows of all our wide-bodies, you're 
offered large overhead racks for carry-on bags. Which means more legroom for yourself. 


You see, we've always understood that when you travel with Swissair to one* of our more 


than 100 destinations the world over, the shape in which you'll arrive often depends upon. 
the shape in which you fly. swissair 



















gained insights into contemporary. 
panese society, and | suspect that the 
local school system, teachers and stu 
dents have also learned somethin 
about actually - implementing "inter. 
in at least one smal 
part of Japanese societv. 

For parents (and students) willing to 


























does not live by bread. — or cash think that ali ofu us involved have lea 


“ed from this experience. My family 


۱ nationalisation” 


| cope ons the. table tensions anc 
Having spent two years in China, Wr ditfi : 

applaud Linda Jaivin's article China - — ۳ 
by the rules or despite the rules 4 
Aug. | ahd especially her statement: "To _ 
. borders on. 


. given the special situa- 


Jr r about the country irom the 
: side. 





alone. 

Your correspondent's discovery of 
Zahid as a guru of Bangladeshi jour- 
nalism seems a little odd in the light of 
the recent strike by the whole of the 


Bangladesh press. 
Dhaka Tarek Rahman 
Welcome comment 


have involved a Chinese . 
the immoral . 


tion in China," there is a need for “pro- 


tecting one’s friends from their own in-- par ES 


nocence." 


She is.not being paranoid when She p. pt 






the اجب‎ a Malaysia s New I : Seo 
mic Policy (NEP). Pr X 
HOWE Ver, there i isa critical c omission. 





















(1970 mint its Ba 
AS from 1980, it has become fashion 
able to a eRe the ی‎ ethnic 1 


while the Malaysia‏ و 


corporate sector (as. they held in 1970) 
even though. the non-Malay share. capi- 


1985. t 
The bulk E. Malaysian Indians : are 
still dependent on the plantation and ag: 


| ing the third Malaysian plan (1976-80). 
the estate workers were classified as. a 
target poverty group by the EPU, who 
needed the assistance of the NEP ur 
| gently... But from. the 1980#, the 
threshold of the poverty level has been 
raised by the EPU, and the estate work: 
ers are no longer a target poverty group 
within the NEP, even though it is com. 
mon knowledge that the drop in com 
modity prices in the world market h 
severely affected the terms of employ: 
ment and income level of the plantati 
workers. 

Kuala Lumpur 





G. P. Daniel : 


Paul H. Brockmann: | 


` economic cake had expanded substantial- 
ly during the past 16 years of the NEP's 
implementation, the ‘Malaysian Indians 
-continue to hold only a 1% stake of the 


‘tal (at par. value) of limited companies ` 
"had. reached. a hefty 56.7% as at 


| ricultüral sector for their survival. Du 


says: “Î saw every afternoon spent with 


a Chinese friend as a fresh page in- 
his or her dossier at the Public Se- | 
curity Bureau.” 

. Name and address supplied. 


Apt epilogue 


Your article on the Chiang Kai- shek 
memorial observances in Japan [25 | 
Sept.] was a fitting epilogue tö your- 
coverage ofthe Japanese history. debate 
over the past several months. Itis quite 
logical that those Japanese politicians . 
who are least embarrassed (one might | 
even say most proud) about pensi 


militarist and imperialist past-are an- 


xious to honour the memory of the man. 


whom most Chinese and Taiwanese see 
as having sold out their interests to 


Japan throughout the 1930s. and 1940s. 
New Jersey 


No ‘class’ barrier 


| read with great interest Susumu 


Awanohara’s report [4 Sept.] on im- 


proved services for Japan's foreign resis 7 
dents provided by Japanese Govern-. 
ment agencies. [n particular, I noted the. 


comment that Japanese parents have 
often resisted the entrance of foreign 


children into the public schools ote 


| Tokyo. 

Although it is difficult or unfair to 
generalise only from my own family's 
experiences in Sapporo, Japan, where I 
have been serving as an American dip- 
lomat for the past three years, my two 
daughters have both attended Japanese 
kindergartens and the oldest is now in 
elementary school in the regular Japan- | 
ese system. During this time, we have 
consistently received strong support 
from many quarters — from educa- 
tional administrators, the teachers and 
principals of the schools and from many 
of the parents as well. 

It has not always been easy, least of 
all for our two children. Nonetheless. | 
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Sheikh . Mujibur 





REVIEW survey o f the Bangladesh 
is [18 Sept.] was generally percep- 
] would point out, however, that 
'aluddin glossed over the vicious 
on Holiday and the imprison- 
its editor. But my main com- 
plaint concerns the praise lavished on 
the Bangladesh Information Minister 
Anwar Zahid which is grossly mis- 
placed. — 

Zahid's comment on the. absence of 
“a national and a professiona Dres: 
an mE Salamat Ali's reference to 





















seas Pakistan: s ' genoci- 
yf its eastern. wing, and 
t against the proto- 








political and profana sense — came 

e oft litical موف‎ of 
ppointed editor 
Times A aen 


Say. Mai l pep by the 
ee from your cor- 










the newspaper i in | the face of stiff resist- 
ance. — 
The Bangladesh Times was not 
“timid” then, if the minister's memory 
serves him well. The editor (August 
1975 to November 1977) successfully 
eered it into being an independent, 
Irthright quality newspaper. What has 
appened to the Bangladesh Times 
— particularly since Zahid took over as 
anexecutiveeditor? — . 

The Bangladesh press could take 
pride i in its competence and credibility 
until it was muzzled by Mujib. Many 
today, including one or two outstanding 
periodicals, have been cited by the 
REVIEW and the international. press. 
Some names have become part of jour- | 
nalistic history. 

Further, Zahid was catapulted into 
his role in a faction-ridden journal- 
ists union. In the days of a united Pakis- 
tan, the union was an integral and vital 
part” of the movement for indepen- 















was severely mauled under 
0 he Awami League and its 
ies . but. still managed to 


e 1 degenerated 
ed to grabbing jobs 
present union has 


hopefullv lea ow that the press 
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Korean-German Chamber of Commerce 
and industry 

C.P.O. Box 4963 

Seoul 

Tel. (02) 7 7615 46- 9, Telex aune k 22 640 
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German Trade Office Taipei 
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Sung Chiang Road : 
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30 October 1986 


he visit to China by Queen Elizabeth was a symbolically 
3 significant historic event, closing Britain’s colonial 
era in Asia and affording Deng wi ip the prestige of re- 


ut, 25 ARTS & SOCIETY 


eiving a monarch as his guest quee 
editor lan Buruma reports, as living history the visit left - 


something to be desired — designed primarily as a TV 
spectacular, with emphasis on pictures rather than con- 
tent. Editor Derek Davies adds his view of Britain and - 
China's failure to put the true interests of Hongkong above 
their own economic apd polgical gains. Pages 20-22. 

Cover illustration by Lud Mo Ping. 


Pages 36-38 

Despite continued rallying calis for 
"war until victory,’ Iran is facing a col- 
lapsing economy as iraq shifts the 
war into the air, which it now domi- 
nates. 


Page 39 


Japan's sacked education minister 
Fujio and his supporters lash out at 


the press, accusing it of joining a cam- 
paign to oust him. 


Page 50 

Asian rubber producers are angry and | 
disappointed as a UN-sponsored | 
conference in Geneva fails to produce 
a new five-year, natural-rubber price 
accord with consumer nations. 


Page 51 

After much wrangling the Thai Gov- 
ernment gives the green light for two 
long-debated major projects — a 


deep-sea port and an export process- 


ing centre in Laem Chabang. 


Page 52 


import monopolies come under pres- 
sure as Jakarta searches for ways to 
spur the economy. 


Page 54 
Opposition mounts against United 
Asian Bank's rights issue. 


Pages 59-64 | 

The low-key Kuok hotel, trading and 
shipping empire glides over setbacks 
and completes the family circle with 
projects in Malaysia, Singapore, 
Hongkong and, returning to its roots, 
China. 


Page 75 

Tokyo plans to lower securities' com- 
missions as London's 'Big Bang' 
comes on stream. 


Page 76 

The Taiwan dollar and South Korean 
won take off while Hongkong spurns 
US hints to revalue. 


| 
i 
| 
| 
| 
| 
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Page 12 
| The arrest of an outspoken opposition . 
MP adds a dramatic twist to the issue 
1 constitutional reform. in South 
Koea 


Page 13 

| After weeks of rumours, Philippine 
.Defence Minister Enrile does not quit 

the Aquino government which he has 

been freely criticising. 

Page 19 

Thailand's two-month-old coalition 

government preserves a fragile unity 

after the defeat of a no-confidence 

vote against the commerce minister. 


Page 24 | 

The Indonesian Government closes a 

leading independent newspaper in a 

move seen by observers as aimed at 

cowing critics. 

Page 26 

1 Chinese officials tell British Foreign 
Secretary Howe that Peking has not 

iled out direct elections in Hongkong 

. It some stage.’ 


Page 28 

Taiwan's ruling KMT decides to lift 
martial law and allow opposition poli- 
tical parties to function. 

Page 29 | 

President Ershad wins an election 
and makes way for civilian democra- 
tic rule in Bangladesh. - 


Page 30 

| Indian Prime Mirlister Gandhi visits In- 

| donesia, Thailand, Australia and New 

Zealand, seeking increased trade, 
tural and political ties in the region. 
















































































industrial utpat growth was | 


(23%, and private and joint- 


venture output was up 30%. 
Exports in the first three 

quarters totalled US$21.4 bil- 
lion, while imports were 
The nine- 
month total deficit of US$9 bil- 
lion compared with US$10.6 
billion a year earlier. The rate 
of deficit formation continued 
to decline as export growth 
outpaced imp ort. growth at 
1 d to 5.1%. 

— Robert Deifs 








Taiwan has moved to dic 
some complaints foreign banks 
have had about restrictions « n 
their operations by lifting as 





i month maximum on time < 


posits and ailowing some banks 


to open a second branch. The 


new regulations are expect- 


ed to be formally promulgated 


by the Ministry of Finance in. 
early November. Taiwan had 
earher promised US trade 
negotiators it would ease some 
of the restrictions that put 
foreign banks at a disadvan- 
tage compared . to domestic 


Banks that have had 
| branches in Taiwan for at least 
| five years and have not violated 
| banking regulations in the past 
year will be allowed to open 
second branches, though only a 
handful are expected to do so 

initially. — Carl Goldstein 


Bond Corp. in talks to bail 





Australia’ 8 Bond Corp. . Hold- 
ings is negotiating with: Atl 

Consolidated Mining & Dev _ 
lopment Corp., the Philip- 
pines' largest copper producer 


and a major gold producer, to 


lend the company sufficient 
gold to cover all of Atlas’ debts 
of US$255 million. The loan 
would later be repaid with 
physical gold. An alternative 
scheme is to include only part 
of Atlas’ debts under the gold- 
loan scheme, converting the re- 
mainder into direct equity in 


[iiie bu pa law requires 


on gold 
supplies will have to secure an 
exemption. .. 

The major: shareholder in 


Atlas is the Soriano group, 
which also has management 
| control. of San Miguel Corp. 
(SMC). 
negotiating with SMC. OV : 
‘sale of its Hi e 
Tor sometime. - 


Bond has . been 







on igkon gb 








| US$30.4 billion. 


E CCE 
E : 


lion to 46 creditors, on 21 Oc- 


would follow suit shortly to 


million, of which about half is ۰ 


early. 
1 banks. 


close to the targeted. 
growth rate of 7-876. Industrial 








Bank forces shipping 
group into new deal 
Hongkong's beleaguered Wah 
Kwong Shipping group, which 
owes more than US$850 mil- 


tober finally gave in to de- 
mands by major creditor Chase 
Manhattan Bank. As.a result 
Chase has joined in a debt-re- 
schedulihg | plan., and Wah 
Kwong feels confident that, 11 
other outstanding Creditors 


save the group from liquida- 
tion. 
Chase, owed about USSD 


secured by mortgages on Wah 
Kwong ships, wants to sell 
the ships and refused to join in 
the rescue until Wah Kwong 
agreed to keep the ships out of 
a proposed 40-ship core fleet, 


slimmed down from more than | 
| 60 ships. Wah Kwong's finan- 


cial adviser Amex Asia is now 
sending a revised draft plan to 
all creditors and hopes for 
final agreement by 
November. 

— Michael Westlake 
F 


oreign-owned Singapore 


The British law firm of 
Freshfields has been ordered 
by the Singapore Government 
to end its dealings with local 
clients over the next two years 
in a surprise move to treat all 
foreign firms practising in the 
city-state equally. Until now 
Freshfields was the only expat- 
riate law company allowed to 
practise in Singapore, and was 
an object of envy by other 
foreigh law firms and of re- 
sentment by some locat law- 
yers. 

It opened an office in Singa- 
pore in 1980 to help. boost ex- 
pertise in financial law and its 
clients have included a number 


of commercial banks. 
— Nigel Holloway 


China's industrial output, 
trade improve | 


China's industrial production | t 
AS Bond. “deal 


in the first three quarters was 
6.4% hi Pa than a year ear- 
ler, an 


growth in 1985 was 18%. The 
improvement from the slower 
first and second quarters is at- 
tributable to collective enter- 


prises, up over 8% compared: 
to 4% for the loss-ridden state. 
sector. Township-based rural | 


_ law firm to lose rights 


marked the beginning of a new 
stage in relations between the 
two countries. The visit was ex- 
pected to mark the restoration 
of normal relations between 
the two communist nations. 
Welcoming Honecker on be- 
half of the central committee, 
Hu said: "The friendship be- 
iween the two countries. the 
two parties and the two peo- 
ples has entered into a new 
stage." — Robert Oelfs 


Suharto nominated 
again by Golkar 
President Suharto of Indonesia 
| has accepted his nomination ۴ 
the ruling Golkar political or- 
ganisation to run for the presi- 
dency for a fifth consecutive 
five-year term starting in 
March 1988. A Golkar conven- 
tion announced the nomina- 
tion at a ceremony in Jakarta 
on 20 October. 

— Shim Jae Hoon 


Aquino resumes ceasefire 
talks with communists 

Ceasefire talks between the 
government of President Cora- 
zon Aquino and the com- 
munist-deminated National 
Democratic Front resumed on 
18 October in Manila. The 
talks had been delayed by the 


arrest on 29 September of 


Communist Party of the 
Philippines politburo member 
Rodolfo Salas, his wife 


Josefina Cruz and a dodv- 
guard. The communists agreed 
to.come back to the talks under 
an arrangement that freed 
Cruz and the bodyguard on 14 
October pending criminal 
charges, but left Salas in deten- 


. tion (REVIEW, 23 Oct. ). 


— James Clad 


Fishing agreement 
reached by US 

The US wil pay 16 5outh 
Pacific nations US$12 million a 
year over five years for fishing 


S ۲ 
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| access to their 200-mile econo- 
| mic zones under an agreement 


reached on 20 October with the 
South Pacific Forum Fisheries 
Agency in Nuku'alofa, Tonga, 
during the 10th round of talks 


.in nearly two years. 


US diplomats said they ex- 
pected the agreement to im- 
prove US relations with the re- 
gion. However, it is not exclu- 
sive, and some countries such 
as Vanuatu are likely to press 
ahead with fishing agreements 
with the Soviet Union. The 
first Soviet fishing deal, with 
Kiribati, has expired after one 
year without a new agreement 
inplace. — Hamish McDonald 
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and played a crucial role in the - 


Marshall Ye Jianying, vice- 
` cĦairman of the Central Mili- 
tary Commission and former 
member of the Chinese Com- 
munist Partv Politburo Sn 
ing Committee, died on 22 Oc- 
. tober at the age of 90. 
. ` The pre-eminent party and 
military leader in Guangdong 
province in the early 1950s, Ye 
ecame an outspoken critic of 
Aao Zedong's cutbacks in de- 
ence spending in the mid- 
950s. An early associate of then 
remier Zhou Enlai, Ye took | 
control of military affairs after 
the death of Lin Biao in 1972 


arrest of the Gang of Fourafter 
Mao’s death in 1976. Ye was 
minister of defence in 1975-78, 
then — as chairman of the Na- 
` tional People's Congress. — 
China's de facto head of state 
` from 1978-83. — Robert 5 


` Sino-Soviet talks - 
include Canfbodia 


The Vietnamese occupation of 
Cambodia. was part of the 
agenda for the ninth round of 
Sino-Soviet normalisation talks 
which closed in Peking on 14 
October, diplomatic sources 
' said. In the past, the Soviet 
. Union has refused to discuss 
` the issue with China on a bilat- 
eral basis on the grounds that 
the matter involves Telanons 
with a third country. 
. However, there was no pro- 
gress in resolving the issue, 
Which Chinese leaders Do 
osaid is the "main obstacle" 
an improvement in Pi 
tions. e ۱ 
Meanwhile, East German 
leader Erich Honecker arrived 
in Peking on 21 October for an 
official state visit, which Chi- 
. nese Communist Party General 
Secretary Hu Yaobang said 








might have appreciated the briefing 
more if radiators in the room had 
been turned on. As it was, they were 
forced to clasp glasses of hot tea ina 
vain attempt to keep warm as the 
Chinese reeled off their exploits. 


LONE STAND " 
The Karen National Union (KNU) | 
has found itself isolated within the ۱ 
National Democratic Front (NDF), 
the alliance of hine Burmese rebel 
groups which have been waging a 
protracted guerilla war against the | 
government in Rangoon. The KNU is | 
the only group within the NDF 
opposed to its recently concluded ia 


Party. The issue will be discussed at | | 
a planned NDF congress in January. | | 


COSTLY TYPHOON | 
North Korea 15 still counting the E 
cost of typhoon Vera, which cut D 
a path of destruction through $e 
areas north of the demilitarised : apum 
zone with South Korea more than | - 
a month ago. The storm destroyed 


buildings used by North Korean Ha 


army units, swept away bridges d. 
and otherwise disrupted lines of ar 
communication. It may also have 
caused flooding in some of the 
underground shelters that house 
North Korean forward military 
supplies. 


jail sentence for abetting a criminal breach of ; 
trust (76 Oct. ). qM 


SOUTH KOREA xr 
Police stormed parliamegt to allow the | — 
ruling party to approve a government plan to | 
arrest an opposition deputy, Yoo Sung | - 
Hwan, for criticising the country's anti-com- — 
munist policies (76 Oct.). Thousands of stu- - 
dents took to the streets of Seoul to demon- 
strate against President Chun Doo: Hwan, - 


but were stopped by riot police (79 Oct.). | 


Four Iranian weightlifters who took refuge at | - 
the Iraqi Consulate in Seoul during the Asian | _ 
Games left for Europe, the government said | - 


SRI LANKA 3 

Government troops killed 21 rebels in | - 
separate sea clashes in the north an$east,it | — 
was reported (77 Oct.). T3 


THAILAND E 
Indian Prime Minister Rajiv Gandhi ar- | 
rived on an official visit (7%Oct. ). 


VIETNAM | 
About 250 Chinese troops were killed in | g 


tacxs by a Chinese infantry po the ار‎ 9 
Vietnam News Agency said (27 Oct.). mL 


alliance with the Burma Communist _ af 


(19 Oct.). IE 


border fighting with Vietnam following at- 


WEIGHTY PROBLEM 


When the South Korean Government 
announced that four Iranian 
weightlifters, who defected from their 
team at the Asian Games to seek 
diplomatic asylum, were on their way 
to a "third country" (Norway), it 
closed the book on a ticklish 
diplomatic problem. The four first 
headed for the Swedish Embassy, but 
ended up at the Iraqi Consulate for 
two weeks. Initially, Seoul planned to 
return the four to Iran, but resolved 
she issue after negotiations involving 
Iran, Iraq and the UN High 
Commissioner for Refugees. 


COLD COMFORT 


One unexpected 
item on the 
itinerary of US 
Defence . 
Secretary Caspar 
Weinberger 
during his recent 
visit to China was 
a detailed briefing 
by People's 
Liberation Army 
officers in 
Gunming on their military operations 
against Vietnam. With the help of 
large-scale maps, officers showed a 
bemused Weinberger and his staff 
how they captured several hilltops 


from the Vietnamese. The US visitors 


JAPAN 


Two men identified as radical leftist ac- 


-tivists were arrested in connection with mis- 


sile attacks on the US Embassy and Imperial 


Palace in March, a police spokesman said (79 


Oct.). 
NEW ZEALAND 


Indian Prime Minister Rajiv Gandhi ar- 
rived on an official visit (76 Oct.). 


‘PHILIPPINES 


President Corazon Aquino and two local 
communist leaders agreed at a meeting on 
Panay Island to enter into talks on a possible 


‘ceasefire, a joint statement said (17 Oct.). 


Government. and communist rebel 
negotiators resumed peace talks after a six- 
week break (/8 Oct.). Defence Minister 
Juan Ponce Enrile addressed a rally in 
Manila joined by rightwing opposition groups 
and warned Aquino not to fire him (20 
Oct.). 


SINGAPORE 

Singapore is to curb the sale of Time 
magazine because it refused to publish a gov- 
ernment letter pointing out errors in an arti- 
cle on the country (75 Oct.). A court rejected 
an appeal by Malaysian politician and busi- 
nessman Tan Koon Swan against a two-year 
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RECOGNITION FAOTOR 
Pakistan is acting as an ۷ 
in recognition talks between China 
and Saudi Arabia. The president of 
the World Muslim League, Marouf 
Dawalibi — an adviser to Saudi King 
Fahd — visited Peking recently. 
Improvement of the status of China's 
Muslim population, estimated by 
Islamic sources at 40-50 million, is one 
of Saudi Arabia's preconditions for 
establishing diplomatic relations with 
Peking. Saudi Arabia still recognises . 
Taiwan as the legal government of 
China. Dawalibi's visit was arranged e 
by the Pakistanis, who have arranged 
similar visits for other Saudis. 


LOAN PROBLEMS 


“ight of the Asian Development 
ank's (ADB) 12-man board of 
directors met Indonesian Finance 
Minister Radius Prawiro in Jakarta on 
21 October, partly to discuss 
Indonesia's difficulties in meeting local- 
cost components of already-approved 
ADB project loans. Indonesia, the 
largest single recipient of ADB 
lending, has quietly asked the board 
to 7: a n ADB financing for up to 
80% of local-cost elements in future 
lending. Sources say Jakarta's revenue 
problems, growing steadily more 
acute, may require re-negotiating 
responsibilities in existing 
.projects. 


EWEEK. — — o o ۳ 


AUSTRALIA 
. Indian Prime Minister Rajiv Gandhi con- 
uded an official two-day visit (76 Oct.). The 
troversial Justice Lionel Murphy died of 
cancer at the age of 64 (27 Oct.). | 


BRUNEI 
Sultan Hassanal Bolkiah expanded and 
reshuffled his cabinet (27 Oct. ). 


CHINA 
East German President Erich Honecker 
arrived on an official visit (27 Oct.). 


HONGKONG ۱ 

Facing unprecedented pressure in the 
lawmaking Legislative Council, Financial 
Secretary Piers Jacobs promised to make 
public all information on the safety and eco- 
‘nomics of the Daya Bay nuclear project, ex- 
cept details classified as commercial secrets 
(/5 Oct.). Queen Elizabeth II arrived (2/ Oct. ). 


INDIA 

Former home minister Prakash Chand 
Sethi was suspended from the Congress 
party for indisciplin® (76 Oct. ). 


INDONESIA 
British Foreign Secretary Sir Geoffrey 
Howe arrived on an officia! visit (20 Oct.). — 
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Lawmaker's arrest forces opposition off balance 3 


Democratic divisions 


speaker’s platform on 16 October to 
prevent him taking his place to call for a 
vote on the request. Not to be outdone, 
DJP representatives slipped out of the 
main chamber and assembled in an up- 
stairs conference room. While opposi- 
tion members turned a firehose on riot 
police standing guard at the door, the 
ruling party members unilaterally gave 
the go-ahead for the arrest warrant and 
Yoo was subsequently taken from hjs 
house to Yongdungpo Prison. 

It was the first time in 25 years th-* 
the national assembly — or at least or 
part of it — has consented to the 
detention of a sitting MP. Only a 
day before Yoo dropped his 
bombshell, NKDP representa- 
tive Kim Hyun Kyu triggered a 
walkout by DJP members when 
he warned that if the government 
refused to accept the opposition's 
demands for direct presidential 
elections, “we and all democratic 
forces will jointly struggle to put 
an end to the current regime." 


urprisingly, both Yoo and 

Kim are identified with the 
more moderate NKDP faction 
led by Kim Young Sam, who re- 
buked both Yoo and NKDP 
floor-leader Kim Dong Young 
when he called them to his home 
late in the evening of 14 Octo- 
ber. The senior politician is re- 
ported to have blamed both mena 
for making tactical errors and d 
verting attention away from the 
central issue with the govern- 
ment. 

Taken together, the state- 
ments by Yoo and Kim Hyun 
Kyu appeared to be designed 
both for the consumption of extremist 
elements who have gradually distanced 
themselves from the parliamentary op- 
position, and also to serve as a signal to 
the government that any attempt to 
abandon compromise and bulldoze its 
own succession formula through the as- 
sembly would have profound conse- 
quences. Strangely, the opposition says 
it was aware of the content of Yoo's 
speech but had been unable to persuade 
him to change it. 

The latest eruption came only two 
weeks after NKDP members walked 
out of the assembly's deadlocked con- 
stitutional revision committee. Frus- 
trated with the general lack of progress 
towards a resolution, Kim Young Sam 
and his more hardline political twin, 
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hospital and check to see whether other 
organs have been affected as well." 


This same theme extended to the 


Blue House — the president's official 
residence — as well, with hints of an im- 
pending crackdown against. leftist or 


“impure” elements and news *report$. 


suggesting that the government is reviv- 
ing plans to separate radical students 
from the rest of the campus populations 
in Seoul universities. Assembly Speaker 
Lee Chae Hyung quoted the president 
as saying: “Pro-communist forces have 
grown like wild weeds. I will weed out as 


Yoo under arrest: an embarrassment. 





much as possible before I transfer 
power, otherwise I will be compelled to 
hand over one confused situation. to 
another." 

Hundreds of riot police surrounded 
Yoo's house following his. 14 October 
remarks and not long after a written re- 
quest bearing Chun's official seal was 
delivered to the speaker seeking the na- 
tional assembly's consent to take the 
NKDP backbencher into custody on 
suspicion of violating the National Secu- 
rity Law — a package of treason and 
subversion measures which carry sen- 
tences ranging from lengthy prison 
terms to death. 

In extraordinary scenes that lasted 
nearly six hours, other NKDP MPs 
formed a human blockade around the 


By John McBeth in Seoul 


T he arrest of an outspoken opposition 
backbench MP for allegedly ex- 
pressing pro-communist sentiments has 
dramatically highlighted] the struggle 
between the governments rulin 
Democratic Justice Party (DJP) and the 
opposition New Korea Democratic 
Party (NKDP) over the crucial issue of 
constitutional reform. 

On the surface at least, the jailing of 
54-year-old Yoo Sung Hwan for telling 
the national assembly that the country's 
policy priorities should centre on unifi- 
cation rather than anti-communism, ap- 
peared to have little to do with the con- 
tinuing debate over what leadership 
blueprint should be adopted after Presi- 
dent Chun Doo Hwan steps down, as he 
has consistently promised, in February 
1988. 

But the incident clearly proved an 
embarrassment to the opposition, if 
only because of the care it has taken in 
the past to match the DJP with its own 
anti-communist credentials. Political 
analysts say it now rests with the ruling 
party whether Yoo will be used as a bar- 
gaining counter in future negotiations. 
Although MPs are constitutionally im- 
mune from prosecution for remarks 
made on the assembly floor, the govern- 
ment in this particuiar case claims it was 
justified in acting because copies of 
Yoo's speech were distributed to outsid- 
ers in advance. 

The administration's apparent ea- 
gerness to seize on what amounts to a 
technicality is looked on in some quar- 
ters as a way of shouldering the opposi- 
tion off balance and distracting atten- 
tion from the constitutional issue. 

More important perhaps — and the 
NKDP's subsequent decision to return 
unconditionally to the assembly session 
appeared to support this view — is that 
short of questioning the legality of the 
vote approving the arrest, and also the 
official interpretation of Yoo's remarks, 
the opposition cannot be seen to be sup- 
porting any stand which is perceived to 
give comfort to communism. 

Senior DJP officials described the 
Yoo affair as "exceptional" and denied 
there was a conspiracy afoot to discredit 
the NKDP or to use it for the ruling 
party's own partisan ends. But in warn- 
ing that there was a limit to how far par- 
ties could go irf pursuing their political 
goals, DJP spokesman and former high- 
ranking security officer Hyun Hong 
Choo told newsmen: “The case shows a 
dangerous disease has reached the vital 
organs so we must be careful and go to 
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No Enrile exit this time 


Cabinet stays intact after ‘peace’ meeting with Aquino 


Mindful that the momentum might 
be heading towards dismissal, Enrfle 


told a large anti-communist rally in - 


Cebu City on 19 October that his re- 
moval would signal the collapse of 
Aquino's eightzmonth-old political co- 
alition. And a day before the 22 Oc- 
tober cabinet meeting he told a respon- 
sive audience of university graduates 
that threats from the communist New 
People's Army were emptying whole 


villages, a result, he suggested, of “soft” - 


policies towards insurgents. 

The disagreement clearly had be- 
come serious enough to prompt Vice- 
President Salvador Laurel on 18 Oc- 
tober to cancel a planned journey to an 
EEC/Asean meeting in Jakarta. In- 
stead, he despatched First Deputy 
Foreign Minister Jose Ingles who, 
scurces said, immediately briefed his 
hosts on what, by all appearances, was a 
steadily growing government crisis. 
Meanwhile, Local Government Minis- 
ter Aquilino Pimentel had added his 
voice to the controversy, calling on 
Enrile to be quiet or to resign. 

On the evening of 21 October 
Aquino, Enrile, Laurel and armed 
forces chief of staff Gen. Fidel Ramos, 
gathered with some other ministers at 
the home of University of the Philip- 
pines president Edgardo Angara in 
Manila. The others present included In- 
formation Minister Teodoro Locsin, 
Trade and Industry Minister Jose Con- 
cepcion and Angara himself. They 
talked for about two hours. 

The cabinet meeting the next day 
proceeded without incident. At a lun- 
cheon immediately afterwards, Aquino 
gently dismissed rumouss sweeping 
Manila about a possible Enrile-led coup 
or, at least, his dismissal. *We have no- 
thing to gain from falling out with each 
other," she said, adding that the only 
people to benefit would be “diehard 
communists" and Marcos loyalists. 
"There is no falling out between Minis- 
ter Enrile and myself," she said flatly. 

Presidential Executive Secretary 
Joker Arroyo on the same day said that 
Enrile and Aquino had agreed that 
there should be “not a ceasefire but a 
ceasetalk." Pimentel, meanwhile, said 
he would moderate his own comments 
and even said the problem had been “re- 
solved" after “the president had taken a 
firmer hand in the matter." 

Others were not so sufe about the re- 
solution or about that firmer presiden- 
tial hand. Yet one thing seemed clear: 
flexible Philippine standards of cabinet 
loyalty would continue to apply to 
Enrile — for the time being at least. 0 


By James Clad in Manila 


B: mid-October Defence Minister 
Juan Pone Enrile's increasingly 
voluble scepticism about President 
Corazon Aquino's leadership had put a 
large question mark over his future in 
her cabinet. Yet despite a crescendo of 
attacks on presidential policies towards 
communis} insurgents, Muslim rebels 
and local government officials, by 22 
October it seemed the long-serving 
minister would be serving a while longer. 

In recent months the 63-year-old vet- 
eran politician had worked hard to en- 
gender a sense of ever-widening rift be- 
tween himself and the rest of Aquino's 
government. Even in a country inured 
to highly audible political squabbling, 
Enrile's persistent nay-saying in his fre- 
quent speeches acquired a confronta- 
tional quality. More recently still, En- 
rile had used his familiar doubts about 


Aquino's ceasefire discussions with the 





communist insurgency as a jumping-off 
point for other, equally public assaults 
on her leadership. 

In Zamboanga City in Mindanao, 
the defence minister said on 18 October 
that Aquino had unnecessarily rekin- 
dled the Philippine Muslim separatist 
problem by agreeing to meet Moro Na- 
tional Liberation Front chairman Nur 
Misuari in September (REVIEW, 18 
Sept.). 

During October he also did not at- 
tend one of the weekly cabinet meet- 
ings, describing it as “a waste of the peo- 
ple’s money.” He made other public re- 
marks that many saw coming close to 
daring the president to dismiss him — a 
challenge some of his ministerial col- 
leagues have urged Aquino to accept. 





DRE n E 
Kim Dae Jung, said they would be em- 
barking on another round of nationwide 
rallies, similar to those staged earlier 
this year, as part of their éhreat to take 
the issue back to the streejs. 

The NKDP wants to retain the cur- 
rent political system, but with the presi- 
dent being chosen in a direct nationwide 
election rather than by an electoral col- 
lege, as is laid down in the constitution. 
The DJP, on the other hand, is seeking a 
parliamentary or cabinet formula, 
under which the prime minister would 
wield the power with the president as 
ceremonial head of state. 

Up to this point anyway, neither side 
has been in the mood to ۰ 
Although much of what he says is tai- 
lored for the entire ideological spectrume 
of the NKDP’s constituency, even Kim 
Young Sam has been decidedly unre- 
lenting in his rhetoric in past weeks. 
“Some people have said I should accept 
the cabinet system as a gesture of com- 

omise, but the political situation in 
south] Korea has passed that point and 
so we cannot use that system to cope 
with the present level of anti-govern- 
ment feelings," he told the REVIEW. 

But he also counselled a cautious ap- 
proach. “The main point of my message 
to the democratic forces, including the 
students, has been the emphasis on 
peaceful political struggle," he said. 
"Any outburst of violence could lead 
the government to mount new repres- 
sion." Kim Dae Jung, who is shunned 
by the government as an active 
negotiator because of a 20-year sus- 
pended jail sentence which technically 
prevents him from engaging in political 
activities, believes the DJP has plans to 
force through its amendment in. De- 
cember and January. If that happens, he 
declared, *I can't see anything but a 
serious confrontation." 

What has polarised the situation 
further is the DJP's recent 24-hour turn- 

ound on the opposition's call for a 

-ferendum on the issue, including a 
guarantee of fairness in how it is con- 
ducted. After initially indicating they 
were giving some thought to the idea, 
partly perhaps to avoid looking un- 
reasonable and partly to mull over the 
prospects of using the referendum pro- 
posal to draw the NKDP back into a 
dialogue, party leaders reversed their 
position overnight and declared the pro- 
posal to be unconstitutional. 

Conversations with two senior DJP 
members in the intervening hours lent 
credence to speculation that there was a 
mixture of opinion within the party, 
though both did see as a sticking point 
the opposition's demands that voters be 
permitted the freedom of making a 
choice between the two sides. At pre- 
sent, a referendum affecting the con- 
stitution can only jnvite a simple “yes” 
or “no” response to a single question — 
and then only after it has passed a two- 
thirds majority in the national assem- 
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ation if the ban remained in force. Moti- 
vation for the amendments to the law 
was explainad on 21 August by Lee 
when he said; “You (foreign publica- 
tions) can write what you will. You will 
make no money out of it, and we'll see 
whether you are interested in upholding 
great freedoms, or whether you are in- 
terested in your advertising revenue 
which is what these newspapers are cry- 
ing about. We will prove it." 
Meanwhile, in Kuala Lumpur, 
Asian Wall Street Journal correspon- 
dent Raphael Pura was granted leave by 
the High Court on 16 ober to chal- 


«lenge the Malaysian Government's de- 


cision to rescind his work permit on 


egrounds of national security, writes 


Suhaini Aznam. r 

The same judge had previously re- 
jected a similar application by another 
Journal reporter, John Berthelsen, wfio 
is appealing, but in his case Pura argued 
that not only had he not been given à 
reason to support the government » 
contention that his presence was. pre- 
judicial to the country's security, but 
cited an alleged discrepancy between 
the reasons given for his expulsion by 
Prime Minister Datuk Seri Mahathir 
Mohamad and by Deputy Home Minis- 
ter Magat Junid. Whereas Mahathir re- 
portedly pointed to the Journal's al- 
leged mischievous timing, its vilifying of 
the finance minister and himself and the 
difficulty that Americans had in under- 
standing the problems of a developing 
multiracial country, Junid had claimed 
that the Journal had sabotaged Malay- 
sia's economic development by creat- 
ing "feelings of uncertainty" and in- 
dulged in unfair reporting by not stat- 
ing anything good about the coun- 
try. 

“I emphatically deny that the Jour- 
nal has had any policy or plan or general 
intention to damage or undermine the 
Malaysian economy," submitted tl 
newspapers managing editor, Bar. 
Wain. 

The Journals articles "involve 
legitimate coverage of the personal and 
business links of the Minister of Finance 
and legitimate coverage of government 
economic activity," said Wain. Respect- 
fully he submitted that "the government 
has either misunderstood the meaning 
of the term prejudice to the security of 
the Federation, or has invoked this 
ground in bad faith, as an excuse to 
punish the Journal for publishing facts 
which the government finds politically 
unpalatable." 

As for the first two grounds for ex- 
pulsion, alleging that he contravened 
immigration laws and the conditions of 
his employment pass, Pura said he was 
"completely unaware" that he had so 
acted and that "the relevant authorities 
despite requests, have been unable or 
unwilling to specify what section of the 
Act or Regulation, or what condition, 
has been infringed." u 
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Restriction and appeal 


Singapore acts against Time while the Journal gets hearing 


member of Singapore's press mono- 
poly, said in an editorial that “the gov- 
ernment's action was regrettable" and 
expressed surprise that the decision ap- 
peared to have been taken on the evi- 
dence of one article, “while other publi- 
cations, particularly those from Hong- 
kong, had been more ae critical 
of Singapore's policies.” 

Lee Seng Giap, on behalf of the 
Ministry of Communication’s perma- 
nent secretary, said in a letter published 
by the newspaper two days later that the 
editorial missed a “very significant 
point, namely the practice of foreign 
correspondents giving each other cover 
and support. Some of them believe that 





the regional journals which depend on 
Singapore for a high percentage of their 
circulation need help in putting the 
Singapore Government in its place." 


he American Business Council in 

Singapore said, in a statement, that 
the government was "drawing undue at- 
tention to restrictive measures which 
could have an impact on how American 
investors view doing business in Singa- 
pore." 

One company which will be im- 
mediately affected is Times Printers, 
part of Singapore Press Holdings Ltd, 
which has a contract to print 100,000 
copies a week of Time for distribution in 
Southeast Asia. Now this run will be cut 
back to take account of the reduction in 
Singapore circulation. No Time execu- 
tive was available in Asia for comment 
on whether the magazine was consider- 


By Nigel Holloway in Singapore 


qe magazine has become the first 
foreign publication to be subject to 
the Singapore - Governments new 
amendments to the Newspaper and 
Printing Presses Act, which empowers 
the authorities to restrict the circulation 
of foreign publications deemed to be en- 
gaging in domestic politics. The Minis- 
ter of State for Communications and In- 
formation, Wong Kan Seng, said that 
from 20 October, Time's circulation in 
Singapore would be cut from 18,000 to 
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۳ ` 9,000 and then further restricted to 


2,000 from the beginning of next year. 
Wong said that the decision was 
taken because Time refused to print in 
full a letter from James Fu, the prime 
minister's press secretary, which com- 
plained about the factual accuracy of a 
report in the magazine's 8 September 
issue. The article said that Singapore 
Prime Minister Lee Kuan Yew had “de- 
cided it was time to muzzle” opposition 
MP J. B. Jeyaretnam by amending the 


act granting parliamentary privileges tO 


MPs (REVIEW, 4 Sept.). 

Fu's letter maintained that the 
magazine had made three errors and 
asked it to publish his rebuttal. The 
three errors Fu said had been made con- 
cerned Time's report of Jeyaretnam's 
trial on one count of false evidence and 
three of defrauding creditors of his 
Workers' Party in January 1984; the 
prosecution's appeal to the Chief Jus- 
tice; and a constitutional amendment to 
deny counsel for an MP cited for con- 
tempt. Time replied in a letter dated 23 
September that one of the points at 
issue was confirmed by a government 
press officer, that another point was a 
question of yerbal usage while it admit- 
ted the third mistake. Fu denied the first 
point was confirmed by the authorities 
and Fu asked the magazine again to 
publish his letter. Not doing so, he said, 
*will only lead the government to draw 
Two versions of 
the letter, edited by Time, were then 
proposed to Fu, who rejected them each 
time and asked for his original to be 
published. 

On 15 October, the day the restric- 
tion was announced, the chairman of 
Time eInc.s magazine group, John 
Meyers, sent a telex to Lee, saying he 
was "surprised and dismayed" by the 
government's decision. He said Time 
normally edited all letters published, for 
reasons of space, and hoped that its ap- 
pearance in print would "resolve the 
issue to Singapore's satisfaction." But a 
government spokesman said it would 
not change its mind on the matter. 

The Singapore Business Times, 3 
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-certain conclusions.” 
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granted." 

The no-confidence motion was ini- 
tiated by the alliance of opposition par- 
ties in late September amid extensive 


criticism against Surat for permitting | 
two private firms to import a combined 
80,000 m3 of logs which carry no certifi- — 
cate of origin and were widely under- | 


stood to have been felled by Karen*re- 


bels operating near the northern Thai | 


border. 


Surat's move was unexpected in light 
of the long-standing official policy of — 
banning such imports. Dating back 0 
the Sanya Dharmsakti regime in 1973, - 
the policy took into account Rangoon's - 
sensitivity over Thai treatment of the - 
various ethnic rebel groups operating - 
near the Thai-Burmese border. Until | 
recent years when bilateral ties signific- | 
antly improved, Burma had suspected | | 
Bangkok of providing clandestine sup- | | 


port to the rebel groups. 


There is no question that Bangkok |. 


now adopts a hands-off policy vis-à-vis | - 





to the SAP at the time, was com- | 


Thai tin ores, Surat claimed | 


little ice with opposition MPs | 


cusations that the deal smacked | 


The minister subsequently - 


would not be able to transport - 


port application in 1983 when — 


the Burmese rebels. Reflecting the gov- — 1 


ernment's desire to maintain 
friendly relations with Rangoon, 
Prem rejected a similar logs-im- 


Kosol Krairiksh, also belonging 


merce minister. | 
Citing the case of Singapore 
smelters accepting smuggled 


legalising the import of Burmese 
logs would benefit Thailand in 
terms of taxation and jobs for 
the lumber industry. But that cut 


who, apart from voicing concern 
that it would destroy Thai-Bur- 
mese relations, also made ac- 


of irregularities. 


cancelled the deal, ostensibly on 
grounds that tke twq firms 


the logs into Thailand within the 
given deadline. According to 
Government House sources, the 
‘revocation came after Prem let it be 
known to Surat that the permit should 
be withdrawn. 


The Democrats’ abstention is also | | 


aimed at restoring the party’s poor 


image as a result of the yet unresolved |. 
wranglings between party dissidents - 
and Bhichai. While conceding that |. 
some of the 56 MPs who originally de- | 


cided to dump Surat were emotionally | 


strung — against the SAP as much as 
Bhichai — a senior party source told the 
REVIEW that the overriding mood was 
one that the party shoutd not condone a 
questionable act like that committed by 
Surat. As this source put it: “We were 
not convinced by Surat's explanation. 
We felt we had to stand up to what we 
believe are good principles.” Oo 
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` Coalition maintains fragile unity after no-confidence vote 


that the military would not intervene in 
politics. But me important problem de- 
serving attention now is the high level 
and sensitiveness of political conflict. 
[We should ponder] what we could do to 
rally a convergence of opinions.” 

It is no secret that of the four co- 
the Democrat-SAP 
partnership in particular was an uneasy 
one from the outset. Immediately after 
results of the 27 July general election 
were known, SAP leader and Foreign 
Minister Siddhi Savetsila announced an 
unofficial alliance with the Chart Thai 
Party in an attempt to undercut the 
Democrats’ bargaining power for 
ministerial portfolios. 

With a combined 114 seats, the SAP- 
Chart Thai alliance effectively gained 
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Surat: 


ichai: party wranglings. 





an edge over the 100-strong Democrats 
who at the time felt they were rightfully 
entitled to act as the core in forming a 
coalition. Coupled with alleged pres- 
sures from Prem and Chaovalit, the 
Democrats subsequently had to accept 
what party leader and Deputy Prime 
Minister Bhichai Rattakul described as 
-an unworthy place in the government 
(REVIEW, 9 Oct.). 


T inter-party rivalry aside, Demo- 
crat insiders told the REVIEW that 
the abstention was also indirectly meant 
as a lesson for Prem. Commented one: 
"[t's a well known fact that our southern 
'wing is very close to Pa [a common re- 
ference for Prem]. But the prime minis- 
ter has treated us unfairly, particularly 


‘alition parties, 


By Paisal Sricharatchanya in Bangkok 


"F" he two-month-old coalition govern- 
ment of Prime Minister Prem Tin- 
sulanond appears to have successfully 
headed off a crisis of unity in the after- 
math of a no-confidence vote against 
Commerce Minister Surat Osathanuk- 
roh. But a mass abstention by the 
dominant Democrat Party — widely 
read as an indication of distrust of the ® 
Social Action Party (SAP) minister —e- 
underscored the delicate relationship 


between the coalition partners and was ` 


feared to have cast a shadow over its 
future. 

The Democrats originally decided to 

»te against Surat over the minister's con- 

troversial action relating to the import 
of logs allegedly felled by anti-Rangoon 
Karen rebels. But responding to pleas 
by anxious leaders from the other coali- 
tion parties, as much as realising the po- 
tentially damaging implications them- 
selves, they shifted position at the last 
minute before the crucial vote on 9 Oc- 
tober. If the Democrats had voted in tan- 
dem with the opposition, it would have 
meant not only the minister’s ouster but 
also a real crisis for the ruling coalition. 

The political and psychological im- 
pact of the abstention was nonetheless 
negative. Surat survived by a small mar- 
gin, gaining 120 supporting votes 
against 109 opposing. The opposition 
was 65 votes short of the 174 (or more 
than half of the 347-seat House of Rep- 
resentatives) required under the con- 
stitution to oust the minister. 

As coalition leaders moved swiftly to 
patch up the Democrat-SAP differences 

- and played down the issue in order to 


-. 290016 public confidence — doubts re- 


mained whether the two parties would 
genuinely live up to their promises of 
forgiving and forgetting. The episode, 
most analysts agree, was certain to have 
widened elements of distrust that al- 
ready existed. 

Stressing that the prime minister was 
concerned with the situation both be- 
fore and after the voting, Government 
House spokesman Mechai Viravaidya 
said: "There was indeed a problem but 
this has now been rectified. The coali- 
tion will continue; the unity remains but 
there may be differences of opinion 
again in the future (which is normal in a 
democratic process). " 

In a statement that made no refer- 
ence to the conflict but was read in cer- 
tain quarters as reflecting military 
concern, army commander Gen. 
Chaovalit Yongéhaiyut told a group of 
‘army radio-programme producers on 14 
October: “. .. I do not want to comment 
much on politics as I have said before 
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Queen Elizabeth seals Hongkong deal with TV spectacular 





` commonplace, my heart approved 
sincerely. 

Curios and the boasted ingenuity 

of their devices I prize not. 

Britain did of course get their “small 
place near Canton” later. And it is pre- 
cisely this little place — Hongkong — 
that is now being returned to its original 
owner. In exchange, the British can 
begin at square one and repeat 
Macartney's mission to persuade the 
Chinese to buy British goods. Because 
Britain has come down in the wor ` 
since 1793, the sovereign's envoy is 1 
longer enough. It has to be the 
sovereign herself. 

The British correspondent on Gar- 
den Bridge, a proud patriot, was not 
the only one to feel a sense of 
humiliation about the way his 
country was giving up its last 
major imperial pretension. It 
seemed a tawdry deal: the British 
were allowed to have a royal TV 
extravaganza — British networks 
paid more than £1 million 
(US$1.43 million) for the show — 
as a sop to national pride, while 
the Chinese positively crowed 
over the addition of 5 million 
citizens to their considerable em- 
pire. 


he queen must have got quite 

bored hearing about it — she 
certainly looked bored on most 
occasions. Every time she met > 
Chinese leader in Peking, Hon 
kong came up. President Li Xian= 
nian told her at the state banquet 
in the Great Hall of the People 
that "the satisfactory settlement by the 
two governments in 1984 of the Hong- 
kong question, which was left over from 
the past, ushered in a new historical 
period in our bilateral relations." That 
same day, elder statesman Deng Xiao- 
ping repeated to the queen that now the 
Hongkong question was settled success- 
fully, the Chinese and the British people 
could be friends. 

Sadly, but not surprisingly, these 
statements were hardly reported — 
Deng's statement was not even trans- 
lated — in the British press. The Fleet 
Street royal-watchers had more impor- 
tant things on their minds, such as the 
colour of the queen's dress, whether she 
ate with chopsticks, apnd, if so, did she 
drop a morsel of her food, and, if so, a 
morsel of what food. Whether the 
queen ate sea-slugs was one of the more 
important issues debated in journalistic 
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With pomp and poetry 


flag, bearing the Mos of “Tribut- 
ory Envoy from England." The Chinese 
emperor Ch'ien-lung issued an edict to 
the effect that the British be received in 
a respectful though not subservient 
manner. 

As a tributary Macartney hato pere 
form the kowtow, knocking his head to 
the ground. This he was reluctant to do, 
as it might compromise British dignity. 
He would only perform the ceremony if 
a Chinese of equal rank would do the 
same to a portrait of the English king. 
The Chinese naturally refused, so a 
compromise was found. Macartney 
kneeled on one knee, as he would for 


his own king, but official Chinese re- | 


cords reported that Macartney, over- 





Queen Elizabeth i in a Peking. - d 


awed by the presence of the em- 


peror, “unconsciously fell on his two 
knees." 
The British mission, however, 


failed. The emperor announced that 
“We possess all things. I set no value on 
objects strange or ingenious, and have 
no use for your country’s manufac- 
tures." Ch'ien-lung liked to think of 
himself as an artist and he expressed his 
feelings in the following poem: 
Formerly Portugal presented tribute; 
Now England is paying homage. 
They have out-travelled Shu-hai and 
Heng-chang. 
My ancestors’ merit and virtue must 
have reached their distant shores. 
Though their tribute is 
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24 What was once called. 


By. lan Buruma on the Royal Tour 


| While Queen Eliza- 
| beth II entertained 
her Chinese guests on 
board,the royal yacht 
Britannia, moored in 





the Shanghai and 
- asse Hongkong Wharf on 
thè Huangpu river, a minor but interest- 
ing encounter took place on Garden 
Bridge over Suzhou Creek, a foul-smell- 
| ing river which was once clogged with 
— | the corpses of refugees from the Japan- 
| ese army. 

Thousands of people stood on the 
bridge, which spans what used to be two 
halves of the International Settlement 
_ | of Shanghai, patiently waiting to catch a 
= | glimpse of the queen speeding by in a 
stretched Mercedes (with clear win- 
dows; the queen expressed a wish to be 
. | close to the people). A dapperly dressed 
. | British foreign correspondent wanted to 
۱ cross the bridge, but was stopped by a 

Chinese policeman, who pushed him 
back. “Will you behave yourself!” cried 
the Englishman. “No, you behave your- 
self!” said the Chinese in perfect Eng- 
lish. "No, you behave yourself!" 

answered the Englishman. And so on, 
until the correspondent gave way, mut- 
tering something about how “in the old 
days we were shown a little more re- 

E spect.” 

This little encounter was revealing in 
several ways. It made clear that the 
Chinese will no longer be pushed 

= | around by foreigners. It also showed 
— | something the British and the Chinese 
= | have ig common: a deep concern with 
. | public behaviour, with propriety. Both 
| nations are much given to pomp and cir- 
cumstance. Neither the Chinese nor the 
British like foreigners much, but they 
try to be polite. Although in their rela- 
tions with others they stress etiquette, 
they are not deceived by it. It was Lord 
Palmerston who said something like: 
"Our country does not have permanent 
friends or permanent enemies, it has 
permanent interests." But it could eas- 
ily have been a Chinese mandarin, or, 
for thaematter, a party secretary. 

Lord Macartney did not go to China 
in 1793 to make permanent friends. He 
wished to negotiate a commercial treaty 

- and to persuade the Chinese to buy Bri- 
tish products, affd to assign a small place 
near Canton for the residence of British 
traders. To achieve these aims, 
Macartney had to deal with the Chinese 
rules of etiquette, with their pomp and 
circumstance. His mission carried a 
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por ۱ 
real in their banality. 

The royal meeting with pou pre 
duced the following dialogue: 


But as the REVIEW's pool repor 
er I am happy to reveal, almost e: 


People’s Daile Deng: "Ihe weath 
today is excellent. This is à w 
come to you. Our weather in Peki 


could borrow some of your Lon 
Prince Philip: “The fog : 
a product of the industrial revo 


we can lend r some of our 
and you can lend us some of you 
sun.” 

: There were, however, some poe 
aspects to the trip. Britain’s new 
newspaper, The Independent, sent o 
of the finest British poets to chronicl 





caught the atmosphere of the events s 
perfectly that he might not be a we 
come member of a royal tour eve 


photographer (a “monkey” in hack 


And there was poan of a more 
popular kind by such stars of the tabloid 
press as Harry Arnold and Paul Callan, 


tively. Even these highly creative me 
were not able to make much of the firs 
few days. But the old hands were not 


bring the tour to life. ۱ 
Indeed he did. After inspecting 
archaeological pit, the prince spoke to à 
group of Edinburgh Universi stu- 
dents, who were in Xian to study 


one of the students, was perhaps the 
only honest one of the trip. The prince. 
had found Peking “ghastly.” This wor 
was later changed by anxious palace 
spokesmen to "boring." According t 
the same spokesmen, the prince hà 


was. He told one of the dis. ma 
he (the student, that :s) s 
longer in China he woul 


poetry was produced. "The and Wally: 
of China" was the Mirror headline. 


Sun. The palace spokesman decided 
that scholarship rather than poetry was 
in order. ; 
"It is a physiologically known fact 
that different peoples of the world have. 
dod e eyes. “A British oF 





clusively, another one, quoted in 
is normally rather dry. Perhaps 


fog." 


tion, we no longer have fog. Perhap 


the visit. But his dailv prose poe 


again. There was also a poetic- -lookin 


Britannica jargon) called P. B. Shel- 
ley. - 


ot The Sun and the Daily Mirror respec- 
worried-about this. Prince Philip, they. 
promised, will surely do something to 


2:000 restored terracotta warriors in an 


Chinese. The conversation, relayed b 


been in a “jocular” mood. Indeed: 
“slitty-eyed.” 


“Phe Prince gets it Wong" said The. 


, Xiaoping: "As a student in Paris 
| climbed the Eiffel Tower twice to se 
England. I did not succeed." T! 
queen: "Well it is a frightfull 
long way. ' Everybody reported | tk 
one. 
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It showed the 


metro, a sewerage system and a lator 


one old British Shanghai hand said, "it 


| takes more than à boat trip to do busi- 


ness in China. You have to live here for 
" There are fewer than 
10. British companies represented in 
Shanghai; there are more than a hundred 


till, according to another British 
businessman, the royal visit was “a 
great boost ۰ 
"The 


. What can a writer say about the 


| queen walking along the Great Wall. 
i (shown live on British breakfast TV), or 
| being greeted at an. airport by school- 
children waving plastic pandas, or visit- 
| ing an archaeological site, where grown 


men dress up as ancient sculptures, or 
sitting in a boat on a lake, passing | fisher- 


men whose catch Ei jumps 
about in the net jüst as the royal launch 
goes by? It is all meant for pictures. Li 


understood this well, as he let no oppor- 
‘tunity pass to wave straight at the TV 


cameras, asif toshow the people back in 
Britain that the Chinese are not so bad 


Ch'ien-lung may not have been a 
very good poet, but compared to the 
words expressed on this royal tour, he 


was a literary genius. Lord Macartney 


may or may not have been a literary 
genius, but at least he had something 
important to say. The royal couple, as 
far as could be ascertained, had nothing 


whatsoever to say. Formal conversa-- 


tions on royal visits are always some- 
what stilted, and neither the British roy- 


‘als, nor their Chinese hosts, are well 


known for their witty repartee. But 
some of the conversations on this tour 


‘munications System. ‘in | Shanghai 


| for baby biscuits. AH this might one day 
| produce hundreds of millions but, as 


| years and years. 


| Japanese ones? 


i. Chinese ^what we Brits do so well." 
high quality of the royal show was by no 
|. means Apparent to those of us who were 
| there. No doubt it all looked much bet- 
| ter on TV, for which it was specifically 
| designed. 


after all. 
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members at the banquet thrown by the 










he visit, afd at 
ate sea D. —-in- 





rt, as 1 was one or the set 


. mayor of Shanghai. This was not an easy 
reporting job, as the queen was hidderf 
-out of our sight by an odd-looking dra- 
.gon with a light bulb inside. However, 
due to the clever device of standing up 
-to propose toasts to the members of our 
dle, we could actually see the queen 
.. ting her "fried mandarin fish in 
“phoenix tail shape." She did not drop a 
thing. 

. But back to the more mundane stuff: 
trade. The royal yacht Britannia was 





borrowed for a few days by British busi- 
nessmen to impress Chinese trade offi- 
cials. They went for a cruise up the 
Yangtse River — the. British have a 
tradition of sailing ships up the Yangtse 
River to impress the Chinese; but at 
least the Britannia had no guns. The re- 
sult of the trip was announcedi in ecstatic 
terms by the queen's press secretary, 
Michael Shea, who called it “absolutely 
. sensational.” "This did not come as a sur- 
prise to the crème, as Shea described 
everything on the trip as “absolutely 
sensational." Deals worth “hundreds of 
millions of pounds" were cut, according 
. to Shea. 

On closer inspection these deals in- 
-volved little morg than "outline agree- 
ments" and "frameworks for coopera- 
tion" on future projects. In effect, Bri- 
tain is kindly allowed to put in bids for 
h projects as building a telecom- 









added that the Chinese -would 9 
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Deng chats with Queen Elizabeth. 


The ‘trust us’ game 
everybody is playing 


sits entail are not lightly expended. 

What then was the primary target of 
the state visit by a British monarch to 
China? Was it a final burial of the histor- 
ical hatchet, an expression of the new 
Sino-British relationship and a promise 
of further cooperation? Or was it to be 
seen within the context Deng men- 
tioned, as a symbol of the two countries’ 
mutual agreement to work together to 
ensure that Hongkong will survive and 
prosper (an intention underlined by the 
queen's subsequent visit to what is no 
longer called, but what remains in fact 
until 1997, a British colony)? 

The British have acquired a reputa- 
tion for an almost “oriental” perfidy and 
deviousness (the name of an early envoy 
to Cathay was translated as “Labori- 
ously Vile”); though the truth is thet 
as often as not, Britain has ۲ 
muddled through, in unfailing pursuit oi: 
what is regarded as its permanent in- 
terests. But which is the longest lasting 
interest of London today: Hongkong or 
the relationship with China? 

It is understandable that some peo- 
ple in Hongkong suspect London's 
long-term motives in the mutual ex- 
changes which led to the first visit 
by a British monarch to China. After 
all, since Britain was the first non- 
socialist country to recognise Mao's 
government (early in 1950), successive 
British governments have — long be- 
fore Washington realised the implica- 
tions of the Sino-Soviet split of 1960 — 
attempted to improve relations with Pe- 
king. They remember the “Group of 
48” British firms which defied Cold War 
politics to profit from the China trade. 
They remember the 6۵0۴15 made by Ed- 
ward Heath’s government to penetrate 
the China market (with the then minis- 
ter of aviation Michael Heseltine trying 
to sell the supersonic Concorde air- 


COMMENT by Derek Davies 


“With the successful 
conclusion of the 
Hongkong question,” 
China's strongman 
Deng Xiaoping said 
i į welcoming Queen 
UI Elizabeth II in Pe- 
TUNE 0 
ao king, “our duty now is 
to develop the friendly relations be- 
tween our two countries and it is in this 
context that I wish you the warmest of 
welcomes.” 

Of course, the improvement of rela- 
tions between any two countries, how- 
ever distant, is to be greatly welcomed 
— and particularly so when their past 
links have been embittered during the 
colonialist years. Nevertheless, the 
symbolism of the ceremonial surround- 
ing the visit did not really work. The 
friendly banter about London fog and 
the Eiffel Tower exchanged between 
the queen and the old communist rev- 
olutionary in the Great Hall of the Peo- 
ple was offset by some boorish remarks 
— admittedly made in private — by the 
Duke of Edinburgh; the attempt was to 
emulsify two separate worlds, but the 
oil and water did not mix. Whatever the 
zigs and zags of modern Chinese history 
and however pragmatic Deng may be in 
pursuing prosperity for China, he is still 
the political heir of Mao Zedong, just as 
the British monarch is descended from 
Queen Victoria. 

The spectacle was another reminder 
that Britain’s Foreign and Common- 
wealth Office tends to use the royal 
family as the most effective guided mis- 
siles in its diplomatic armoury, whether 
a State visit is aimed at repairing a dam- 
aged relationship or consummating a 
new level of entente cordiale. The 
queen is an intelligent, — well-in- 
formed and hard-working woman and 
the time and energy such state vi- 
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surely not take offence as after all they 


referred to “us” as “round-eyes.” The 


prince himself merely commented that 
"the students were rather tactless." The 
Chinese, who knew on which side their 


bread was buttered, kept a discreet dis- 


tance from the whole affair. The royal 
visit was a massive publicity stunt for 
China and they were not about to ruin 
it* And if the British were embarrassed, 
so much the better. 

The great Chinese public knew no- 
thing about the matter, as it was not re- 


ported in the Chinese press. One can 


only guess what the *masses" thought of 
the whole royal tour. There had been 


little prior publicity, but there was quite. 


a lot once the circus got going. Despite 
the publication in Chinese of such books 
as Robert Lacey’s Majesty: Elizabeth II 
and the House of Windsor, there was 
some confusion over this female head of 
Britain. After all, had not the female 
leader of Britain been to China be- 
fore? 


here were some documentaries on 

Chinese TV about Britain and the 
royal family. But to keep things in the 
proper perspective, a film was shown on 
the night of the queen's arrival about 
the sacking of the Summer Palace by 
Lord Elgin's troops in 1860. 

To test the popular reaction, one had 
to resort to doing some vox pop inter- 
views with taxi drivers, hotel maids and 
other members of the masses. The 
answers one got to "what do you think 
of the queen?" were remarkably uni- 


form. One taxi driver spoke for all when. 


he said: "The queen? She has nothing to 
do with us ordinary folks. We stay out of 
politics." Wisdom, as Mao Zedong him- 


self might have said, was with the com- 


mon people. 

Was there, then, no redeeming fea- 
ture about the tour, not one moment of 
royal magic? Well, for me, there was 
one. It was a fairly minor event, with 
only afew TY cameras present. It took 
place near Garden Bridge, where the 
British correspondent had his en- 
counter with the Chinese policeman. 
The royal yacht Britannia was “beat- 
ing retreat." The queen came out on 
deck with her Chinese guests. She 
wore a tiara which sparkled in the 
dark. The skyscrapers on the Bund, 
which once contained the head of- 
fices of the Hongkong and Shanghai 
Bank and Jardine, Matheson and 
Company, were especially lit up for 
the oceasion. 

The royal band, wearing immaculate 
white pith helmets, descended from the 
yacht and began to play Rule Britannia. 
A British gentleman watching the extra- 
ordinary scene*turned to me and said: 
"Ah, we were a great nation once." This 
sentiment is perhaps what the Chinese 
and the British have most in common — 
this, and the ability to stage a grand illu- 
sion. 11 


lomat 








, 
xA rd 














nated colonial administration, manned 
by bureaucrats whose careers can only 
receive accolades from London. Do not 
suspect for a moment that our real loyal- 
ties lie outside Hongkong. Confidence 
is all, so please do not rock the boat or 
voice too loudly opinions which may dif- 
fer from ours." 


s the governor himself said recent- 

ly, Hongkong's past progress over 
the past two decades “was not built on 
conflict and turbulence. It was built on a 
constant search for consensus." In fact a 
consensus does exist, but it is not that 
which is being so feverishly marketed by 
the Hongkong Government, London 
and Peking, and will never emerge if 
those who dissent from the official view 
are told to shut up, nor if nonentities 


. and bureaucrats attempt to impose it. 


“Trust us,” say Hongkong's em- 
bryonic politicians. "We may have 
made U-turns, conveniently forgetting 
what we said two or three years ago, and 
we may be power-grubbing sycophants 
both of the government and of Peking. 
But it is obvious where real power lies 
today and that the Hongkong Govern- 
ment is a lame-duck administration. We 
have Peking's confidenee. So lgave the 
future in our hands." 

“Trust us," say the mercantile and 
industrial leaders. “We made Hong- 
kong what it is. It was our risk capital 
that created the wealth and the jobs. 
Don t go prattling on about democracy, 
that can only lead to ‘free lunches,’ ram- 
pant trade unionism, a welfare state 
and the loss of our competitiveness. We 
can do (and are doing) business with Pe- 
king. Forget that we are rich enough to 
have acquired any passports we need 
and that we have already boaght per- 
sonal insurance policies in the shape of 
property and investments in Canada, 
California or Australia, sufficient to 
provide for our next 10 generations. 
Forget that, if busintss conditions in 
Hongkong do take a turn for the worse, 
we'll be off. In the meantime our China 
business is the foundation for Hong- 
kong's future." 


In the final analysis, which can only e 








of Hongkong has been successfully con- 
cluded with the Sino-British Joint Dec- 
laration two years ago (or, as former 
prime minister Sir Harold Wilson once 
said, "The future of Hongkong is now 


"behind us. (۰ 


All that remains to do, it is implied, 
is for China and Britain to continue to 
consult within the Joint Liaison Group, 
while the drafters tinker with the terms 
of the Joint Declaration and translate it 
into the Basic Law which will define the 
limits of Hongkong's degree of au- 
tonomy under the Chinese Constitution. 
In British eyes, Hongkong has once 
again become an irritant, an anachronis- 
tic piece of colonial grit to be re- 
moved and so restore the smooth run- 
ning of the Sino-British relationship. 

Meanwhile, a maximum of reassur- 
ing noises and a minimum of informa- 
tion is being fed to the people of Hong- 
kong. “Trust us,” London is saying; “we 
won't accord Hongkong-British pass- 


-ports more than the status of second-rate 


travel documents, and we'll give you the 
right of residence nowhere, least of all 
in Britain. But rest assured we are work- 
ing hard to reach a ‘convergence’ be- 
tween the political reforms so many of 
you seem to want and the bits of demo- 
cratic window-dressing those drafting 
the Basic Law are willing to concede. 
We certainly cannot promise direct 
elections — such matters are dependent 


on Peking’s view rather than yours. But 


we're working at it.” 

“Trust us,” says the Hongkong Gov- 
ernment. “Although the negotiators 
seem to be conceding vital points (such 
as the method of election or selection of 
the future SAR’s chief executive, or 
Peking's power to re-examine the judg- 
ments of what the Joint Declaration de- 
signated as the court of last appeal in 
Hongkong), we are confident that we 
will end up with a going concern. We 
have identified the hardliners and the 
more reasonable men among those 
Chinese officials we are dealing with, 
and we are sure that we can go on with 
the educative process and that the lat- 
ter's view will win out. In the meantime, 
forget that we are an expatriate-domi- 


XINHUA 


es uo M : a 
Tea in Shanghai; a walk on the Great Wall; a tired duke. 





liner). They are conscious of more re- 

cent British attempts to sell arms, com- 
munications equipment and other tech- 
Yology to China, including an offer to 
nodernise Peking’s navy. 

Most obviously today they are con- 
scious of Britain’s determination to con- 
summate purchase of the generators for 
the Daya Bay nuclear plant to be built 
just north of Hongkong (a determina- 
tion measured by a fixed-price contract 
financed by a British consortium of 
banks at rates so favourable that the 
bankers were required to sign the Offi- 
cial Secrets Act). The deal will go 
through despite the reservations voiced 
by the people of Hongkong (or by the 
nearest thing Hongkong has yet 
achieved to an expression of public con- 
sensus). The queen’s visit provided the 
framework for Sino-British trade 
negotiations aboard the royal yacht 
Britannia aimed at the sale to China of 
telecommunications networks, electric- 
ity distribution systems, underground 
railways and others worth potentially 
“hundreds of millions of pounds.” 

It hardly seems possible, but the Bri- 
tish seem to be hypnotised by the old 
mirage of a market of 1 billion people 
as have so many hard-headed Western 
and Japanese businessman before them 
— the dream of “lighting the lamps of 
China.” Such ambitions will prove illu- 
sory: the buying splurges are over and 
now China is spending its limited 
foreign-exchange resources on the 
equipment it needs for modernisation 
with great care, from the many sources 
.competing for its markets. 


۲۰ ough Hongkong imports almost 
twice the amount of goods from 
- Britain that China does (and would step 
up its purchases if quality and delivery 
dates were more competitive), China 
appears to be working its old magic on 
London. Despite assurances from For- 
eign Secretary Sir Geoffrey Howe of 
London's concgrn for the welfare of the 
people of Hongkong and its determina- 
tion to effect a smooth transfer in 1997, 
too many British statements imply that 
they agree with Deng that the problem 
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Silencing Sinar 


Ban on independent newspaper expected to COW critics 


declared the story was “speculative.” 

Government insiders had been talk- 
ing about the impending deregulation of 
import rules for days before publica- 
tion, as part of efforts to deal with 
mounting economic complexities fol- 
lowing the 12 September devaluation of 


ehe rupiah by no less than 31% 


(REVIEW, 25 Sept. and 16 Oct.). Yet, in 
the view of Harmoko, the story “spread 


confusion, unrest, anxiety, appre- 
hension and pessimism” among its 
readers. 1 


The decision, which some say could 
not have come without Suharto's pei 
sonal consent, has reset the parametei 
under which the so-called Pancasila 
press ought to function to promote “na- 
tional harmony" in Indonesia. The 
crackdown on Sinar fell six months be- 
fore the general election, at which the 
dominant Golkar is expected to face a 
stiff battle to retain its large majority in- 
side the House of Representatives. Eco- 
nomic downturns in recent years, 
caused by a sharp drop in the interna- 
tional price of oil — the chief foreign- 
exchange earner — have raised tempers 
in rural as well as urban areas. 

"Thus the ban on Sinar will cow other 
papers into following the official line. In 
warning three other newspapers in the . 
North Sumatran city of Medan for pub- 
lishing similar stories, Harmoko in ef- 
fect has wiped out the only area — busi- 
ness news — where the Indonesian 
press has been relatively free to carry on 
a debate without instantly provoking 
government reaction. 

By the general standards of the In 
donesian press, Sinar's article — yet to 
be denounced as patently false — was 
hardly provocative. In listing the items 
under import monopoly, it did not men- 
tion the names of Suharto's three sons 
or their close business associates promi- 
nent in the local business scene. The 
president's children — Sigit, Bam- 
bang and Tommy — have been active in 
the import business of key commodities 
and raw materials, so much so that a 
combination of their names has given 
rise to a yet another acronym — a To- 
siba (after the Japanese electronic 
brand name Toshiba) business group. 

The real reason, therefore, may be 
much more complicated, as many ob- 
servers here see in the ban a form of a 
long-planned retaliation. Apart from a 
daring editorial campaign since July 
calling for re-examinagion of the 1945 
constitution that permits the president 
an unlimited number of terms in office, 
for which it was given a stiff warning 
(President Suharto is running for a fifth 








By Shim Jae Hoon in Jakarta 


Wi Indonesian journalists write 
stories, they must be mindful of an 
unwritten taboo which goes under the 
name of SARA, an acronym which 


stands for suku (ethnicity), agama (reli- 


gion), ras (races) and antara golongan 
(social groups). While editors and jour- 
nalists routinely exercise “restraints” 
when handling copy on these subjects — 
and given this vast archipelago's rich di- 
versity of races, religions and peoples, 
such caution is usually well advised 





they should also avoid making criti-- 


cal references to President Suharto and 
his family or even to some of his po- 
licies. 


This widely acknowledged yet often 


obliquely challenged point was driven 
home on 9 October when the Ministry 
of Information revoked indefinitely the 
publication licence of Sinar Harapan, 





Harmoko: 'speculative' claim. 


the largest Jakarta afternoon daily 
newspaper with a nationwide circula- 
tion of more than 225,000. In its 25 years 
of history, it had already been banned 
three times — first under 
Sukarno for attacking his Chinese busi- 
ness backers; then in 1973 for "leaking" 
a state budget proposal, and in 1978 for 
prominent reporting on student unrest. 

This time, it is in trouble for put- 
ting on the front page an article 
alleging that the Suharto government 
might finally abolish the controversial 
system of import monopolies, under 
which a handful of businessmen with 
links to politically powerful figures, 
dominate the import business of key 
industrial raw materials and commodi- 


ties. In his letter to Sinar Harapan — ` 


the title means ray of hope in Indone- 
sian — Information Minister Harmoko 
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such views may prove correct. If the 


| people of Hongkong have little grounds 
| for trusting the British or the present 


government, they can only put their 
trust in Peking. And what is to be gained 


| byirritating China, by inviting it to show ` 


who's boss? It is the individualistic West 


. which lionises the oak tree which stands 
.] up ggainst the storm. 


The history of China — of civil war, 
| warlordism and dynastic change — puts 


more value on survivalism, on the abi- 


lity of the rice plant or the bamboo to. 


bend before the prevailimg wind. One 


day the stems may spring upright. The 


voices saying, “Don’t rock the boat, rec- 


ognise that the prevailing wind is from. 
. the North," may reflect more appro- 


priate wisdom than the increasingly iso- 


| lated voices calling on the negotiators to 
insist on the individual rights and the: 


| political reforms promised in the Joint 


Declaration. Nevertheless, the gover- 
nor of Hongkong is right only in claim- 


-| ing that a consensus existed in the past’ 
. — à willingness to live under an alien, 


` | colonial regime; he is wrong to persuade 


himself that there is a present consensus 


in favour of accepting whatever terms 


his government and London can wring 
out of Peking. 


|: is impossible to say that Hongkong. 


would have survived and prospered 


` | without the rights its people have en- 


joyed so far, including a large degree of. 


autonomy, the preservation of the pre- 
sent legal system, guaranteed freedom 
of speech, religion and the press and, 


above all, the right to leave. In the last. 


resort, these rights and freedoms must 
be accorded by Peking in implementing 
both the letter and the spirit of the Joint 


Declaration. But can the negotiators be: 


insisting on them if the governor is able 
to persuade himself that he still rules 
over a silently acquiescent majority? 


Symbols are powerful in Peking and’ 


in the eyes of most Chinese the queen's 
visit wil be sedn as the latest in a proces- 
sion of foreign leaders who have jour- 


neyed to the Dragon Throne of the Mid- 


dle Kingdom to bear tribute to the new 
China — successive US presidents since 


1972, British and Japanese prime minis- 


ters and leaders from most of the rest of 


E. the world. The Duke of Edinburgh's re- 


marks may simply have helped to con- 


vincé the hosts that their guests were. 


outer barbarians after all. 
If the British have, as they protest 


| they have, a real concern for Hong- 
kong, tlfe most potent symbol of such a- 


concern, as the REVIEW has previously 
suggested, would be the appointment of 
the queen's son, the Prince of Wales, as 


the governor of Hongkong. An outward: 


and visible sign of a royal commitment 
to the Joint Declaration could well be 
sufficient to persuade the people of 


Hongkong that the future might work, 


and so help create the confidence neces- 
sary to make it work. 11 
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the | 
background and the present situation, - 
a 


newspaper has more recently | 


Indirect on direct | polls: 


Peking hints it may permit popular elections in the territory 


direct elections to Legco but only if 
powers of the executive are left intact. 
It is unlikely that the 1987 review will 
address how the executive arm of gov- 
ernment will be formed or what its pow- 
ers will be or the nature of its relation- 
ship to the legislature, and London will 
pfobably not have another chance to in- 
fluence these crucial areas. 
: Hongkong": s Basic Law — a mini- 
constitution for the territory when it be- 
comes a special administrative region of 





China after 1997 — will be promulgated ۱ 
by the Chinese National People's Con- 


gress in 1990, and from then on Peking 


will expect to ‘be closely consulted by the a 


British on all major developments i in the 
territory. ‘Hongkong’ s political future 
will be set out in the Basic Law. 





Hongkong Government official 

denied press reports that Britain 
and China had considered a joint assess- 
ment of public opinion next year, but a 
government source said both govern- 
ments face the same difficulty of how to 
weigh fairly the wide range of views 
being expressed in Hongkong. ; 

A referendum was suggested as a 
means of gauging public response to the 
idea of direct elections by Legco and 
Basic Law Drafting Committee mem- 
ber Martin Lee, a supporter of direct 
elections. Failing that, Lee said, an as- 
sessment office similar to one set up to 
gauge public opinion on the 1984 Sino- 
British. Joint Declaration on Hong- 
kong’s future should be used. 

The referendum idea was 
mediately ruled out by Hongkong's 
deputy chief secretary, Alan Scott, who 
said the 1987 review would involve com- 
plicated issues that could not be decided 
on by a yes or no answer. Scott, in 
charge of drafting the 1987 g green paper, 
said several options for assessing public 
opinion would be presented to the Exe- 
cutive Council (Exco, Hongkong's 
policymaking body) before 1987. 

Scott said other options included an 
independent assessment office, a 
straight-forward administrative collec- 
tion of opinion or the setting up of a 
Legco sub-committee to collect and as- 
sess opinion though he said the latter 
might be inappropriate, —— 

As a matter of courtesy, Scott said, a 
copy of the pm paper would be sent to 
Peking shortly before it is issued. He 
said the green paper would, in a com- 
pletely neutral wa survey 





















list options on how Hongkong's politi 
system. should evolve a d the. 
tions of thes options. 






By Emily Lau in Hongkong 


hinese officials told British For- 

eign Secretary Sir Geoffrey Howe 
that China has not ruled out direct elec- 
tions in Hongkong “at some stage,” a 
Hongkong Government source said. 
Howe, recently in Peking accompany- 
ing Queen Elizabeth on a state visit, met 
Chinese Premier Zhao Ziyang.«Foreign 
Minister Wu Xueqian and the difector 
of the Hongkong and Macau Affairs Of- 
fice, Ji Pengfei. 

Stopping over in Hongkong on his 
way to Jakarta on 19 October, Howe 
said he had explained British thinking 
about a review of representative gov- 
| ernment, to be undertaken by the 
Hongkong Government in 1987, to the 
Chinese leaders and "there's no disag- 
reement whatsoever that the review 
should go ahead as promised." 

Such discussions between London 
and Peking on the sensitive issue of poli- 
tical reform in Hongkong would have 
been unthinkable a year ago and would 
have prompted accusations of Chinese 
interference in Britain's administration 
of the territory during the transition 
period up to 1997, when Peking is to 
reassert sovereignty over Hongkong. 
But now, even the severest critics accept 
that consultation between Britain and 
China is necessary to ensure a “con- 
vergence” of views on Hongkong's poli- 
tical future and a smooth transition. 

The Hongkong Government source 
said Howe told the Chinese that Britain 
has not yet written the 1987 political 
review green paper (consultative docu- 


ment), which is to be published in April. 


or May 1987. Howe said all options are 
open, including direct elections to the 
Legislative Council (Legco, the terri- 
tory's lawmaking body), and Britain has 
to take into account the views of Hong- 
kong people. 

Howe told the Chinese that direct 
elections were mentioned in the Hong- 
kong Government's 1984 white. paper 
(policy document) on representative 
government and that it is therefore 
necessary to consider them in the 1987 
review. Howe assured the Chinese that 
the 1987 review will only list a range of 
options and will not say what the British 
Government will do, the source said. 

Howe's discussions with the Chinese 
officials showed that the British are 
bending over backwards to persuade 
Peking that direct elections must be in- 
cluded in the 1987 green paper. The 
Chinese have not given their approval 
to the idea per se but are making en- 
couraging responses. Political obser- 
vers here cautioned that the Chinese 
may be prepared to allow some form of 
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2/0 newspaper group. Tempo did not,. 
f course, mention that Harmoko was - 
















































a Critical cov rage of the 12 Sep- > 

mber devaluation, allowing former 
ducation minister Daoed Joesoef to 
1 the measures "cruel" and “arbi- 
ary." 
Sinar also has been the forum for 
technocrats and intellectuals urging tm- 
ortant economic (and sometimes poli- 
ticaf) reforms, providing readers with a 
glimpse of inner-council debates on how 
etter 10 meet the post-devaluation 
vallenges. “The paper has been seen as 
sservoir of liberal ideas," said a 
minent intellectual, who requested 
inymity. 


j ith various journalistic organisa- 
PW tions including the Indonesian 
ress Association helping from the | 
elines, a discreet, back-door negotia- 
has started to revoke the ban. “We 
ralists are not infallible and if any 
intended mistakes were made, we are 
pared to apologise,” said Aristides 
toppo, a prominent Sinar editor. It is 
y, in other words, to help save the 
/érnment's face in order to save it- 
„Two prominent figures of Indone- 
dir pressdom — influential retired 
general T. B. Simatupang, one of the 
ewspaper's founders and editorial 
entors, and Mahbub Dijunaedi, the 
ormer chairman of the Indonesian 
ress Association — have joined in the 
efforts. 

While these intermediaries keep the 
“ray of hope" at least mentally alive, 
some observers question whether the 
ewspaper can ever recapture its lively, 
iginal spirit. Having “learned the les- 
on of overstepping the bounds," in the 
ords of à prominent local journalist. 
Ww expect Sinar to remain what it has 
ng been — the authoritative voice of 
üiddle-class professional readers, em- 
racing centrist values in a nation torn 
y religious, ethnic and political strife. 

. Among the intellectuals, the govern- 
ient bag has touched off a storm of pro- 
sts. It was imposed only a week before 
the three-day gathering of top Indone- 
an writers, journalists; — artists, 

cademics and religious figures meeting 
in Jakarta on 16-18 October. 

. The silencing of Sinar has deprived 
Indonesia of a valuable voice and one of 
its three most respected publications, 

the others being the morning daily 
Kompas and the weekly Tempo. 

. Perhaps reflecting the move, the 
usually independent Kompas recently 
spoke of public confidence" returning 
to the government’s economic policy. In 
an oblique commentary on Sinar’s trou- 
ble; Tempo said that its demise had left 
the afternoon newspaper market under 
the exclusive control of Terbit, a news- 
paper specialising in movie actresses and 
rime. It is a publication from the Pos 
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law have yet to be made public, but 
KMT officials have said the most impor- 
tant change will be to exempt civilians 
from the juris@iction of military courts. 
Up until now, any case could be handled 
in the military judicial system at the sole 
discretion of the Garrison Command, 
the agency chiefly responsible for en- 
forcing martial law. 

KMT secretary-general Mah Soo-lay 
said: "Under the new national security 
law, the military's role in governing civi- 
lians will be reduced as much as possi- 
ble." Finding a new role for the 25,000- 
strong Garrison Command is likely to 
be one of the thornier questions that will 

e have to be addressed in the near future. 


he impact of the suspension of mar- 

tial law in other areas is expected to 
be minimal. The government has over 
the years erected a full panoply of legis: 
lation which duplicates many provisions 
of martial law. These include the s 
called “Temporary Provisions Effectiy 
During the Period of Communist Re- 
bellion," passed in 1948, giving the pres- 
ident wide latitude to issue emergency 
orders not subject to constitutional re- 
strictions, and a general mobilisation 
law limiting freedom of assembly. The 
publications law gives the government 
the right to censor the press, and a 
labour law bans strikes. Martial law it- 
self will remain on the books; only the 








Country Club. 


the project develops. The income stream on 
completion of the development is estimated at 
approximately $1,024,000 per annum. 






Retirement 
MANAGEMENT COMPANY AND FUTURE DEVELOPMENT 


The Domain Retirement Country Club is a thriving 
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The winds of change 


KMT to lift martial law and allow opposition parties 


tives — was signalled by the careful 
avoidance in the resolufion itself and 
subsequent statements by party officials 
of the term “political party." Some ob- 
servers felt this was an attempt by the 
KMT to hedge its bets that raised ques- 
tions as to whether Chiang and other 
senior party leaders intended to allow 
opposition political groups to 6 
on an equal footing with the KMT. 

The resolution culminated six 
months of intense internal debate and 
research by a high-level 12-man group 
formed by Chiang after the March party 
plenum. The next step will be for the In- 
terior Ministry to draft legislation for 
submission to parliament. KMT sources 
had been signalling privately and 
through the local press that bills might 
be passed before the 6 December par- 
liamentary elections. However, final ac- 
tion is not now expected before next 
February at the earliest, according to re- 
cent statements by Interior Minister Wu 
Poh-hsiung. 

Details of the new national security 





By Carl Goldstein in Taipei 

n à major bid to improve its interna- 

tfonal image and garner new political 
support at home, Taiwan’s ruling 
Kuomintang (KMT) has announced its 
intention to suspend martial law and 
permit the formation of rival political 
groups. 

The decision was pushed through the 
15 October meeting of the KMT's cen- 
tral standing committee by party chair- 
man, President Chiang Ching-kuo, in 
the face of resistance from conservative 
party and military leaders. The move 
followed by two-and-a-half weeks the 
surprise founding of the Democratic 
Progress Party (DPP) by the opposition, 
in defiance of the longstanding mar- 
tial-law ban on new parties. 
The KMT resolution said martial law 

— in effect since 1949 — would be re- 
placed by a new national security law 
and that the legalisation of new political 
groups would be achieved by revising 
the laws on elections and civic organisa- 
tions. A note of caution — likely repre- 
senting a compromise with conserva- 
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successful complex of luxury villas clustered around 
extensive recreational and sporting facilities, set in 


| acres of landscaped gardens, just 4 kilometres west 
i ۳ Surfers Paradise on Australia's famous Gold 
oast. 


Retirement is one of Australia’s most expansive 
ENS growth industries. Australians are retiring earlier, 

3 and living longer. And the Gold Coast holds a 
$ special attraction for the more affluent sector of the 
retirement market. That makes the Domain 
nt Country Club a very strong investment 
indeed! 


Of the 54 units completed to date, only 3 remain 

unsold. These 51 units are currently contributing to 

lt the Management Company's income share. 

ss The Domain offers two distinct profit opportunities: 

1. Development and sale of the remaining 200 to 
219 units. (For details see Tender Brochure.) 

2. Income is accruing to the Management Company 
from 51 existing units. Obviously, the 























Further expansion and development — complete 
with designs and approvals is ready to go 
immediately. 


FUTURE DEVELOPMENT AND 
MANAGEMENT INCOME STREAM 


The Domain represents a rare and valuable 
opportunity to invest in a proven growth area 
without start-up problems. In fact, you'll own an 
immediate guaranteed income stream! 


FOR SALE BY PUBLIC TENDER 


The Domain Country Club is for sale by public 
tender closing 26th November. Of course you'd like 
to know more. For brochure, tender documents, or 
further information, contact: 


~~ an 


MARKETING AGENTS: 


1st Floor Beachcomber Buildinc 





Management Company income will increase as Surfers Paradise, Qld. Australia. 
PRD Phone (6175)50 1055 
Th Reolt Telex GCQ43161 
e Sealy Fax (8175) 92 1632 
umi دا دس رپوس‎ Contact John Doak 
COTL 
owe 33 Elkhorn Avenue, 
o Baillieu putes وج‎ Gia Australia. 
one 
GE Knight Frank Phone (81763881 (6175)31731. 


Contact Kevin Rogers Associate Director A/h (6175)32 2227 
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faced by Taiwan, and called for unity. | p 






































Ershad wins an election and 
the opposition cries foul 


By S. Kamaluddin in Dhaka 


he-15 October presidential electié 

in Bangl adesh. was marked by. 
countrywide strike organised by tl 
mainline opposition groupings | 
boycott the polls and an official ban on 
all anti-election activities. In the event, 
H. M. Ershad, the general-turned- 
politician, was elected president and 


democracy. 
Opposition parties alieged that the 
was widespread vote ngging, but E 


don't have to rig the election to win 
The polling day was marked by some 
bomb explosions, but by Bangladesh 


den election. i 

Some foreign analysts including 
jeurnalists claimed a a very low voter 
not exceeding 1576, but the 
Election. Commission maintained that 
55% of those eligible cast their ballots. : 
Ir a crowded field of 12 candidates Er- 
skad scored 21.7 million votes or 83% و‎ 
the total, while his nearest rival — re- 
ligious leader Moulana Hafezji Huzoor 


Ershad, who came to power in a 
bloodless military coup in March 1982 


cember 1983, resigned as the army chief 
on 31 August to enable himself to con- 
test the presidential election as the can- 
didate of the Jatiya Party (JP) founded 


As a fitst major step towards civilian 
rule, Ershad had called parliamentary 
elections on 7 May, in which major par- 
with: the exception of th 


part. It was anticipated that martial la : 
would. be lifted soon after the. p: 


not secure a two-thirds majority 
country continued with the parliam 


thirds majority was needed to pass a 
indemnity bill to legalise martial! 
regulations and maintain administrative 
continuity. 

The mainstream opposition alliances 
~~ the one led by the Awami League 
and the other by the BNP — as well as 


ted the presidential ele@tion as it wa 
be held under martial law and witl 
shad in power. Nevertheless, Ershad 
went ahead with the 15 October ele 


,Earlier this month, the government 


fulfilled his promised transition 


shad dismissed the charges saying: 


‘standards it was the least violence-rid: 


turnout, 


~- notched a mere 1.5 million votes. 


and declared himself president in De- 


‘by him. 


lies 


Bangladesh National Party (BNP) took 


liámentary polls, but as Ershad's JP 


superimposed by military rule. A t 


the rightwing Jamaat-e-Islami boycot: 


| tien. 


One indication the message was 
starting to sink in was the government's 
initial low-key reaction to the establish- 
ment of the DPP (REVIEW, 9 Oct.), de- 
spite pressure from the KMT's old guard 
for strong action against the opposition. 
Chiang's prestige has managed to over- 
ride these objections. 

All the same, the KMT is faced with. 
a dilemma: h&w to satisfy the still in- 
fluential senior party conservativesthat 
the government remains in control of 
the situation, while sticking to the more 
moderate course Chiang is attempting 
to steer. The chosen approach by the 
authorities seems to be a series of warn- 
mgs to«he opposition that until the new 


|! political groups are legalised, existing 
| laws against party political activities: 
| would be strictly enforced. 


The KMT. and the opposition are 


| now preparing for the upcoming elec- 


tions. A key element of the KMT's elec- 


|! toral strategy lies in convincing voters 
| that it is delivering a degree of political 


liberalisation to match the impressive 


; economic achievements of the past 25 


years. The poll could serve as a referen- 

dum on the newly announced reforms: a 

significant shift from the roughly 70-30 

vote split in past elections between the 

KMT and the opposition should serve as. 
a fair reflection of the mood of the elec- 

torate. 
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original demand for a half-share of the 
games, but at a meeting in Lausanne in 
June officials from Pyongyang told the 
IOC president they wanted more sports 
than those offered, including weightlift- 
ing and wrestling. But the IOC is clearly 
prepared to go no further — much to the 
relief of South Korea, which was only 
persuaded with difficulty to accept the 
present compromise. . 

IOC officials said no further meet- 


| and until Pyongyang’s written accept- 
ance of the sharing plan was received 
there would be no negotiations on any 


| to the North for spectators, athletes and 
journalists. 
North Korea has been conspicuously ۱ 


meeting, reinforcing suspicions among 
IOC and South Korean officials that 
| Pyongyang intends to boycott the 1988 
games in any case and is dragging out 
the discussions mainly to bolster sup- 
port from its distinctly luke-warm allies. 

The Soviet Union which, with its 


choice of Seoul as host, are nevertheless 
thought to have given Samaranch tacit 
backing in his approach to North Korea. 
Only Cuba, Nicaragua and Ethiopia 


seem prepared to join any boycott of the 
games called by the North. East Ger- 
many, bitterly disappointed by the Los 
Angeles boycott, has made clear it p^ 


tends to go! to sepuhi in 1988. 





ings with North Korea were scheduled, 


‘of the technical aspects, such as access 


| silent on ifs intentions since the Jine 


.East European allies, voted against the 


ASA critics. are arguing. 
there is no need for thi vation 
“biti. “We o haw d 












ments legislative. 1 
Hung-hst, a leadin 
lar at National 









en: as an important 
in of the need for po- 
in Taiwan, most com- 
ve welcomed: ans P 


d the party ban "pes long béen ۱ 
a ised in many quarters, the State | 
Department quickly issued a statement 
-calling the action “a heartening sign | 
of the Taiwan authorities’. commit- | 
. ment to political development . . .” Sev- | 
اه‎ US congressmen echoed the senti- | 
ent. — | 
The reforms reflected the evident | 
desire. by Chiang — who is 76 and in | 
weak health — to build a more stable, 
broadly based system relying on popu- | 
lar support rather than the existing au- | 
thoritarian structure. In a statement to 
the KMT's central standing committee's | 
8 October meeting, Chiang had remind- | 
ed his reluctant colleagues of the "chang- | 
ing situations" and "changing trends" 
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OLYMPICS 


last cha nce 


ThelOC stands firm on : 
concessions for 1988 games 





y Frances Williams in Geneva 


he publicity surrounding the choice 
of Barcelona over Brisbane and 
other contenders tor the 1992 نی‎ 


Olympic Comedie (oc) مر‎ en- 
dorsed the stand by IOC president Juan 
Antonio Samaranch to make no further | 
` concessions to Pyongyang’s demands | 
. for a bigger share of events. Instead, it | 
` extended by four months to September | 
. 3987 the deadline for North Korea to | 
accept the 5 
offer. 

. This would give North Korea the en- 
` tire table tennis and archery events, part 
. of the preliminary round of the soccer 
competition and the start of the road- - 
cycling race to end in Seoul. Samaranch 





final compromise 


` had previously given Pyongyang until 
May 1987 to accept the proposal or risk 

.. being deprived of any role in 1988. 

North Korea i is no mp pressing its 
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Gandhi looks southeast 


India's leader seeks closer ties with Southeast Asia, Pacific 


Hawke a rhetorical peg for their main 
speeches. But both said a common im- 
perial past and love of cricket should be 
enhanced by economic and cultural ex- 
changes. As practical steps, the two 
signed an agreement on scientific co- 
operation and decided to exchange 
¿trade missions by early 1987. 

Gandhi said it was premature to list 
ifems of potential trade interest, but 
India hoped to redress the position of 
recent times where Australia's trade 
with South Asia had stagnated in com- 
parison to its Southeast Asian trade. 
One specific suggestion made to Hawk 
was that more Australian diamonds b 


sent to Bombay for cutting. 


Hawke did not play down Australia's 
alliance with the US, just as Gandhi 
forthrightly defended non-alignment. 


But the two found common ground in 


supporting sanctions against 
South Africa and in oppos- 
ing the US Strategic De- 
fence Initiative, or Star 
Wars, as a destabilising fac- 
tor in the great-power bal- 
ance and inherently un- 
workable. 

Responding to questions 
at Canberra's National Press 
Club, Gandhi took pains to 
place India's own military 
ambitions in a defensive con- 
text. He said defence spend- 
ing, at about 3% of gross na- 
tional product, was moderate 
by international standards 
and geared to **what is hap- 
pening on our borders." 

Countering some reports 
from India, Gandhi said the 
Indian Navy was notlooking 
to project power outside 
India's immediate neighbourhood. It 
would remain based on one aircraft-car- 
rier. The recent purchase of a “very old” 
British carrier, he said, would merely 
tide the navy over a lengthy refit of its 
existing carrier, the Vikrant. ۰ 

The Indian leader also tried to dispel 
any notions of Indian complicity in the 
Soviet invasion of Afghanistan. Gandhi 
avoided a judgment on the veracity of 
Soviet announcements about troop with- 
drawals by disavowing detailed know- 
ledge about events inside Afghanistan. 
But he said the Soviets would move out 
once the US gave certain guarantees. 

Australia's Department of Foreign 
Affairs has urged for sqme time that the 
Australian-Indian relationship be pur- 
sued more actively. But officials look to 
steady progress rather than any sudden 
bonanza. ۲1 





Gandhi: won admiration. 





By Hamish McDonald in Sydney 


n a tour of four Southeast Asian and 

Pacific countries with affti-communist 
leanings and varying degrees of pro- 
American tilt in foreign-policy align- 
ment, Indian Prime Minister Rajiv 
Gandhi has built on a recent visit to 
Washington to promote his own coun- 
try’s diplomatic stance. 


At the same time Gandhi was 1-0 


tempting to remedy some years of be- 
nign neglect in India’s trade, cultural 
and political ties with the regions repre- 
sented by his host countries of In- 
donesia, Australia, New Zealand and 
Thailand. In Canberra, he attributed 
the neglect to a tendency to focus on 
Europe. 

In Jakarta for 24 hours, Gandhi 
signed a double-taxation agreement 
that Indonesian Foreign Minister 
Mochtar Kusumaatmadja said would 
encourage greater trade and 
investment flows between 
the two countries. However, 
Gandhi resisted pressure to 
back Indonesia’s candidacy 
for chairmanship of the non- 
aligned movement when it 
falls due in 1989, insisting it 
was the turn of a Latin Ame- 
rican country. 

Gandhi came to Austra- 
lia for two days having al- 
ready established a cordial 
relationship with Australian 
Prime Minister Bob Hawke 
at the last two Common- 
wealth heads of government 
meetings. The two had 
taken similar positions ad- 
vocating sanctions against 
South Africa — backing 
each other against forceful 
counter-arguments by Bri- 
tish Prime Minister Margaret Thatcher. 
After one heated debate at the recent 
London meeting, Gandhi was overheard 
to observe to Hawke as they went to the 
men’s lavatory: “At least she can’t over- 
hear us in here." 

Only two weeks after an assassina- 
tion attempt in New Delhi, a nervous 
Canberra took unprecedented security 
measures as members of the small Sikh 
community staged protests over com- 
munal reprisals in India. Gandhi won 
admiration for showing no signs of ner- 
vousness, while charming guests at offi- 
cial functions and TV viewers with the 
clarity, directness and unpretentious- 
ness of his speeches and replies to ques- 
tions. 

The rare draw in a cricket test be- 
tween their two national teams in Mad- 
ras recently gave both Gandhi and 


OLOGY 


- promulgated’ a a "arte laW ی‎ oye 
| banning all anti-election activities in- 


cluding a news blackout of such 
events. Some leading opposition po- 
liticians were arrested and others went 
into hiding, which made it impossi- 
ble for the opposition to hold mass ral- 
lies. 

In another preventive measure the 
police cordoned off the Dhaka Univer- 
sit campus on 14 October, confiscated 
sizeable quantities of weapons and am- 
munition from the student dormitories 


. after arresting more than 150 militant 


students and their supporters. A day 
earlier Awami League’ chief Sheikh 
Hasina Wajed and BNP leader Khaleda 
Zia were put under house arrest though 
they were allowed to hold press confer- 
ences as the polls closed. 


haleda and Hasina separately an-. 


nounced plans to continue their 
agitation to unseat Ershad, but the pre- 
sident appears to have the situation 
firmly under control. He declared that 
martial law would be lifted soon after a 
reconvened parliament passes the in- 
demnity bill. The ruling JP has 210 
MPs in a house of 330 and expects to 
get the support of some smaller parties 
and independents to secure a two- 


thirds majority vote to lift martial. 


law. 

Once the indemnity bill is passed po- 
litical activity is likely to concen- 
trate in the parliament and Ershad is 
known to favour longer parliamentary 
sessions. 

Hasina, whose Awami League had 
stayed out of the first session of the new 
parliament, has said that her party 
would take part in parliament after mar- 


` tial law was lifted. 


The BNP and other opposition par- 
ties left out of parliament could, how- 
ever, continue their anti-government 
agitation putting pressure on the 
Awami League not to become Ershad’s 
loyal opposition. Another sore point for 
Hasina,is the emergence in politics of 
former lieutenant-colonel Syed Faruk 
Rahman, who contested the presiden- 
tial election. Faruk masterminded the 
1975 coup which killed then president 
Sheikh Mujibur Rahman, Hasina's 
father. 

Faruk, who returned to Dhaka last 
year after living abroad in exile, 


viciously attacked Mujib and the Awami 


League in the recent election campaign 
which gave him some recognition in na- 
tional politics. Hasina accused Ershad 
of encouraging Faruk's activities — 
which the JP promptly denied — and 
called for Frauk's trial for murder. 
Faruk's associates of the 1975 coup ac- 
tively supported his election campaign, 
but it is too early to judge the ex- 
tent of political following he will be 
able to generate in the near future. If 
the anti-Faruk move gains momentum, 
it could open up many old political 
wounds. Oo 


TR .2n 


LT AW OT me 





Market 


connection 


S. 


















Money and financial markets, 
domestic and international mar- 
kets. They re all interconnected. 

Ecu bonds with currency 
and interest rate swaps, foreign 
exchange and interest rate op- 
tions - these complex products 
can outpertorm traditional ones. 

New York, London, Paris, * 
Singapore, Hong Kong, Tokyo... 
Banque Indosuez specialists are 
in constant contact with each 
other and evolving market con- 
nections. 


Banque Indosuez, present in 


65 countries, opens up a whole 








world of opportunities. 







BANQUE INDOSUEZ 


Head office : 96 boulevard Haussmann, 75008 Paris. VAS ) 
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BANQUE INDOSUEZ. 





PARIS : yen bonds. 


A WHOLE WORLD OF OPPORTUNITIES. 


The system - which gives Brazil, a country twice the 
size of Europe, complete integrated airspace coverage — 
has two main features. Leading-edge technology. And 

international cooperation. 
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The spearhead technologies developed and proposed 
by Thomson-CSF are being implemented in close 
association with — and with major participation from - 
Brazilian industry. SE 

It adds up to a lot of Sa CM 
cooperation. When just the 
first phase of this ambitious 
project becomes operational, 
it alone will be the largest 
system of its kind in the 
world to be implemented 
in a single stage. 

At Thomson-CSF we specialize in doing things on a 
large scale. Last year, for instance, the company devoted 








AT THOMSON-CSF, 
WHEN WE'VE GOT 
TO COVER 
A LOT OF GROUND 


WE'VE GOT A 
SYSTEM. 
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produce medical diagnostic imaging systems and TV 
station equipment. Again, well over half of our sales in 
these two fast-growing sectors is gener- 
ated outside France. 

Underpinning all Thomson-CSF 
operations are electronic components. 
Our electronic components operating 
group supplies Thomson-CSF units 
with state-of-the-art products and is 
fast becoming a major supplier in the world market. 

Our components are every- 
where. They’re out in space on sa- 
tellites and on Spacelab while here 
back on earth they’ve been central 
to many major advanced techno- 
logical projects. 

Including our large economy 
D size project to keep Brazil covered. 
All 3,286,170 square emie of it. 





£X THOMSON-CSF 


173 bd Haussmann 75008 Paris France 





8 percent of sales to research. Over $800 million. It's 
ne of the ways we maintain our edge in the highly 
ompetitive world markets in which we operate. 
homson-CSF is a leading global producer of 
avanced electronics systems for civilian and defense 
pplications. In 1985 our total 
evenues were $4.3 billion, 
ver 61 percent of which was 
enerated outside France, 
ur home base. 

The company's core 
usiness is defense electro- 
ics: avionics, defense and 
ontrol systems, weapons 
"systems, 
communications and data 
processing, antisubmarine warfare 
systems and training simulators. 
Thomson-CSF is the largest defense 
electronics company in Europe and 

the third largest in the world. 

Balancing these Activities are several nonmilitary 
usinesses that share the same advanced technologies - 
or example, we're the world’s leading supplier of air 
raffic control systems. 

Two specialized and separate operating groups 
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s a celebration of life 
More thana holiday, it’s a celebration of life. 
If you love things Italian wait until you’ve tasted Michelangelo’s ‘David’ in Florence; sit where 
them in Italy. There’s so much more to love Roman Emperors sat in ancient Rome; point you in 
and life. Fhe fashion, the food, the wines, the music, the direction of the most elegant boutiques. We'll also 
the scenery, the architecture, the works of art .... give you more direct (lights to Rome and help you 
it’s more than a holiday, it's a celebration of plan the best money-saving ‘Intermezzo Italia’ tours. 
life itself. But don’t just come to Italy. Come to This year, come to Italy with Alitalia 
Alitalia’s Italy. We can show you Romeo and Juliet’s and celebrate life Italian style. For information, 
balcony in Verona; let you sigh on y see your travel agent, or Alitalia for our éree 
. Bridge of Sighs in Venice; gaze in awe ‘Intermezzo Italia’ brochure. 


Alitalia 





callers, “thank you for using AT&T 

2 rint also requires a great deal. 
number retention and physical dext 
ity, particularly for those who do.n 
have memory telephones. To telepho 
the REVIEW's head office, for exampl 
the following number out of Pak 






































Alto, California is required * 
856162675839501185258036688  — 
mindboggling 27 digits. 


@ FOR the past 18 months, Indones 


on the decline among the younger 5 
there, Sacerdoti. adds. Research 
have been trying. to determine whet 
sweet-smelling krete 
were In any way responsible for the M 

1984 death of a high-school student 
side Los Angeles. The boy’s parent: 
blame the cigarettes, made from 40% 


their son’s death. A US$25 millio: | 


was kretek-induced. Several states ha 
banned their sale, but in some places 


stitutional." B 
In response to the two suits, P1 


ducers, commissioned a British re 
search firm to investigate. And prelimi 


bombarding rats with smoke. show 
that rats exhibited less toxic effects from 





cigarettes, and that the toxic amounts in 
their bodies disappeared within 48 
hours. Although the two legal suits are. 
still pending, the importers are feeling. 
in clover. 
è MICHAEL Hamlyn got a “frisson’ 6 
from an Indian bottle of beer adorned 
with a swastika (this column, 9 Oct.). 
Andres Tarnowski of Nay Delly got a 
shudder from the following advertise- 
ment which appeared in the Madras 
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warri ng. | 


against the importer of kretek is pend 
4 ing, along with an identical suit by par 
“ents who claim their son's lung disea 


"ban was overturned as being "unco 


Djarum, one of Indonesia's larger pro 


apaner. The Hindu.‏ ا 
At HITLER had.‏ 


He’ d be watching 


| clove cigarettes, once something of 
fad in Southern California, have b 


| the. pungent, 


| cloves and 60% tobacco, for the sudd 
| irregular. breathing which | preced 


 nary findings of its study, done b 


kretek. than they did from norma 


a “0” or simply dial the : 





tired? For the past three days he had 
been spending his time "averting war 
with Holland." 

Apparently, a rookie fighter pilot 
just out of training at Pensacola, 
Florida, was on a practice bombing run 
off the Atlantic coast when his radar 


malfunctione@. Calling in to command 
centre, he was re-directed into his “sec- 


+¥ 


tor,” and told to continue his run, drop- 
ping, as planned, an unarmed missile; 
When he launched his missile, it shot 
off in the direction of a Dutch oil tanker 
which it sliced through above the water- 
dine. W then aboutfaced and began 
heading back towards the stricken 


tanker, but its speed had been slowed 


sufficiently by the initial impact for it to 
fall into the sea before doing any more 
damage. 


The Dutch crew spent 18 hours dous- 


ing the resulting fire, but what caused 


the real problem was the Pentagon's- 


message tothe Dutch company. The US 


acknowledged. the; fire and damage ۰ 


caused, and then merely. expressed its 


"regrets" over the incident; hoping the. 


matter would thus be closed. | 
e DEREGULATION of the US tele- 


phone system, Guy Sacerdoti adds, may 
be a welcome return. to competition in- 
theory, but has created a great deal of 


consternation among US. consumers. 


Telephoning within the US; for exam-: 
ple, now requires additional time to de- 


termine whether one needs to prefix a 
call with a “1,” 
number. In some metropolitan regions 
such as Washington, the three-digit 
“area.code” need not be dialed for num- 
bers with different codes but nearby. In 
New York, by contrast, one must dial a 


new code from Manhattan to the. bur- 


roughs of Queens and Brooklyn, a silver 
dollar's throw across the East River. 
Users also complain about having tó pay 
up to four phone bills a month, depend- 
ing on how many of the competing local, 
regional and international services they 
subscribe to. | 

Dialling overseas can be a perplexing 


affair, though the savings by using the. 


m yriad systems can be quite substantial. 

First one must determine what time of 
day is best (and cheapest) for making 
the call, and which corporate system 


best for obtaining a connection at any . 


given time. 

A company called Sprint, for exam- 
ple, uses a laser system for transmittin 
calls which does indeed produce crysta al 
clarity to destinations like Hongkong 
and is much less expensive than, for 
example, American Telephone & Tele- 
graph. Unfortunately, during peak 


hours international lines can be diffi- 


cult to get.. Also, Sprint cannot send 
a message to Manila. For the Philip- 


pines, one-must use the local AT&T 
carrier (though a pleasant spinoff of.. 
the new competition. is the normally. 
gruff operators rh saying to the 
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۱ ring the royal 
be m uite sorry for 
| Michael Shea, press se etary to Queen 
Elizabeth II. He seemed to be a harried 
| man, rather out of his depth — though 
.he must surely by now be well ac- 
quainted with. the tactics Fleet Street 
hacks employ in their determination to 
get a story. He was, after all, the main 
“deep throat" which the Sunday Times 
revealed, as a magnificent. anticlimax, 
to be the main source of its story on the 
~. Queen's alleged differences with Prime 
. Minister Margaret Thatcher, and pare. 


ticularly with the latter's reluctance to” 


impose sanctions on South Africas Bu, 
judging by the way he handled the 
China visit, he did not appear to have 
learned his lesson. 
This Traveller has not met Shea, and 
"sft Hongkong on other duties on the 
ay he arrived with his royal employers 
“but my recent dealings with him left me 
with the impression that he was courte- 
ous, but hardly “with it.” 
€ THE fault was initially the REVIEW's; 
we changed our minds — deciding to try 
to get lan Buruma (see page 20) accredit- 
ed to the royal tour just as the press list 
closed. The list fell into three parts: 
Hongkong Chinese, British and Com- 
monwealth and others. The names were 
being collated in a dizzy collaboration 


between the Hongkong Government's: 


Information Services, the Foreign and 
. Commonwealth Office, Buckingham 
Palace, the British Embassy in Peking, 
the New China News Agency and the 
Chinese Foreign Ministry. Our late ap- 
plication got the REVIEW bouncing like 
a ping-pong ball between all these or- 
ganisations and others. All were helpful 
(except the Finance Ministry in Peking 
who told us we had no business calling 
them from Hongkong). 

. Shea was willing to help, but unable 
-.0 see how he could. I told him that 
while we could get various authorities to 
vouch for Buruma's bona fides, I could 
fax the necessary documentation and 
photographs to him. “Fax?” Shea 
asked, puzzled. There was no fax, I of- 
fered at least to telex him Buruma's de- 
tails. “I'm sorry," Shea said, "the 
Queen has no telex. There's only one 


telex here at the Palace and that belongs 


to the Duke of Edinburgh. Anyway. Pm 
not allowed to give you the number.” 
Well, at least the Duke, who once 
memorably instructed British industry 
to “pull its finger out," has a telex — 
perhaps installed to report the numbers 
(or braces?) of pheasants ready for the 
slaughtering, or perhaps to facilitate his 


functions as president of the World | 


Wildlife Fund. But I think the Queen 
should have her own. 

€ SOME accidents gain wide publicity: 

others do not. Guy Sacerdoti, in Wash- 
ington DC, recently bumped into a 
tired-looking US Navy commander 
working at the e MAR was he 






oil exports had fallen to 


to 1.2-1.5 million bpd last year. 

Unlike 1۳۵6, which receives the 
majority of its os from the Soviet 
Union, Iran haso reliable supplier. It 
has become resourceful at acquiring 
what it must, often buying on the black 
market, paying enormous sums for out- 
dated machinery. The Iranian network 
of suppliers reaches far, from China and 
North Korea to Israel. Iranian facilities 
and personnel are equipped to handle 
the American-made arsenal left over 
from the days of the shah, but Iran has 
become so desperate that it is willing to 
purchase arms for which it has neither 
facilities nor personnel. 

* China has become one of Iran's 
largest suppliers. Washington has re- 
vealed that Iran has signed an agree- 
ment to buy arms from China, including 
a Chinese modification of the Soviet 
MiG21 fighter. Both clandestine anc 
open flights to Peking and Tokyo are 
telling of a flourishing trade (both mili- 
tary and non-military) with North Asia. 
Iran's alleged connection with Israel 
has always been denied by both parties, 
but frequently spotted surreptitious 
flights from Iranian cities to Tel Aviv 
leave little room for doubt that Iran 
is buying spare parts and materiel from 
Israel. 


8 now has total superiority in air 
power — [ran’s estimated fleet of 70 
aircraft in working condition is dwarfed 
by Iraq's 450-600. Thus, by carrying the 
war into the Gulf, Baghdad has moved 
it to where it has significant advantage, 
and has struck at lran's economic 
lifeline. Whereas numerical superiority 
favoured Iran on the battlefield, air 
power will now favour Iraq. By bringing 
the conflict into the Gulf, Iraq also will 
be able to rally more support from its 
backers, Kuwait and Saudi Arabia, 
whose sole interest in the war is to keep 
the Iranian menace as far as possible. 

Undoubtedly, Iraq is also feeling the 
pressures of war. Its air force and its 
troops on the ground have been well 
equipped, but at great cost to the econ- 
omy. The war has so far wasted an esti- 
mated US$30 billion. and the country is 
US$35 million in debt. But the effects of 
the war are felt less in Iraq. Saudi and 
Kuwaiti aid has been ever-flowing, and 
last year the two countries renewed an 
agreement to sell 350,000 barrels of 
their oil on Iraq's account. 

Oil exports were affected after Syria 
cut off the Iraqi pipeline crossing its ter- 
ritory in 1982, but due to the expanded 
capacities of the Saudi and Turkish 
pipelines oil exports now stand at 1.5 
million bpd. These pipelines are less 
vulnerable to attack than the Iranian oil 
installations on the Guéf, which means 
that Iraq's future exports are more se- 
cure. Iran's recent attack on the Kirkuk 
pipeline through Turkey proved unsuc- 
cessful. Journalists taken to the site re- 
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Khomeini faces crunch 
as Gulf War drags on 


September this year the Ifaqi air force 
displayed its commitment to destroy 
Iran's oil industry in a surprise attack on 
Sirri. 

Before last year Baghdad had avoid- 
ed striking at Iran's main oil *installa- 
tions for fear of retaliation against its 
cities or the tankers of friendly toun- 
tries. But the near impotent Iranian air 
force has given Iraq new bravado. At 
the outset of the war in September 1980 
the two countries had rough parity in air 
power. The Iranian air force, which 
under the shah was the envy of every 


PHOTOS: UPI 





leader in the region, is now a graveyard 
for once impressive war machines. Lack 
of spare parts due to a US embargo, de- 
fections and hijackings to Baghdad, and 
poor maintenance due to lack of skilled 
personnel has rendered the air force in- 
effectual. Cannibalised aircraft, out of 
which nobody seems to know how much 
and what has been taken, dot the ends 
of military runways. 

Thus far the success of the Iraqi air 
strikes is difficult to assess. Each side is 
quick to exaggerate victories and hesit- 
ant to report any losses. But one sure 
sign of trouble in Iran is the rhetoric 
which flows when things are amiss. 

At a recent news conference in New 
York, Iranian Foreign Minister Ali- 
Akbar Velayati told reporters that his 
country was set to occupy Iraq, albeit 
temporarily, to complete its victory. 
But even as Velayati spoke of conquest, 
back home his government had imposed 
rationing on petrol for local consump- 


Khomeini: unfounded optimism. 


By Arfwar Nasir in Teheran 


۶ oil prices, an economy rav- 
aged by six years of war with Iraq, 
and oil production down to a record low 
have all combined to face Ayatollah 
Ruhollah Khomeini’s fgndamentalist 
Muslim government with a crisis — but 
one difficult to detect on the surface. 
Ubiquitous banners spread across busy 
Teheran streets, graffiti is scrawled on 
virtually every standing structure, and 
the resounding, inescapable rhetoric of 
the media all parrot the same govern- 


.| ment motto: “War, war, till victory.” 


It is, however, a case of false op- 


| timism. The debilitating effects of war 
| are felt everywhere in Iran, and op- 


timism does little to hide the collapsing 
economy and the multitudes of young 
men who go to war but rarely return. 


| Queues haunt every city, with people 
standing in line for hours for the barest 
| essentials — rice, meat and bread. 


More haunting and enigmatic are the 
small mirrored structures that dot the 
outside of many a house throughout the 
country. They tell of happiness within 
the house. In elaborate, ornate Arabic 
script they congratulate the family for 
having lost a young son in war and the 
martyr who has now entered heaven. 

For more than six years Iran has con- 
tinued the war on little more than dog- 
gedness, zeal and a reckless disregard for 
human life. The other factor which has 
allowed Iran to survive and persevere in 
face of seemingly insurmountable obsta- 
cles has been oil, the lifeline of the Iran- 
ian economy. But Iran's revenues from 
oil exports are severely threatened. The 


drop in the price of crude alone has cut | 


Iran's peojected earnings for next year 
from US$17 billion to US$10 billion. The 


. drop in revenue coupled with stepped- 


up Iraqi air strikes on Iranian oil instal- 
lations spell out a formula of impending 
disaster for the Iranian economy. The 
Gulf War is rapidly shifting from the 
battlefield to the economic front. 
Baghdad stepped up its air strikes on 
Iranian oil terminals in August 1985, 
when Iraqi aircraft inflicted heavy dam- 


age on Kharg island, the outlet for . 


Iran’s oil exports and the source of 
around 95% of its foreign exchange. 
Iranian oil exports dropped after the at- 
tack, but the full impact of the strike was 
not immediately felt due to the immense 
reserve capacity of the island, which was 
built by the former shah to handle the 
much higher export levels of the boom- 
ing 1970s. Iran sold the reserves through 
Sirri and Lavan, oil terminals which 
were thought to be out of range of Iraqi 


‘a fighters, and therefore impregnable. In 
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Those who wish to transfer | 


ERES OT - 
deaths of their young men. The voi 


tary soldier is almost a myth, found wd 
in the small, distant villages where re- 


ligious zeal is equal to that of the gov" E 


ernment. 
For the most part life in Iran ve be- | 


come a dull existence, and those who | 


can are getting out. Demand for going | 
abroad is so high that there are, long | 
queues at the passport office, logger ۳ 
ones at airline ticket offices, and a two- | — 
month waiting list to go anywhere in | 
Europe. An exit fee of 5,000 rials for the — 
first journey, and 10, 000 rials for every | 
subsequent journey does little to deter | 
people. Jews and Bahais get a special - N: 
red exit stamp on their passports: per- 
mission to leave Iran only once. Most 
people who do so are leaving in the © 
opes of resettling elsewhere. 


Emigration is anathema to cover . 


ment policy, mainly due to the flight of | 
capital that results from it. In order to | - 
stop the outflow of precious foreign ex- | 


change, the government does not allow | 1 


any transfer of currency outside the | 
country. 
currency or to take currency with them 
to spend on holiday, do so illegally and — 
there is a flourishing black market for — 
this purpose. The official exchange rate | 
is 90 rials to the US dollar. The black | — 
market claims 750 rials to the dollar. | | 


This price reflects both the shortage | 
of foreign currency and the demand for ۳ 


it. 

To compensate for the shortage of 
foreign exchange caused by low oil | 
prices and low production, the govern- 
ment recently introduced a campaign to 
produce and export Iranian handicrafts. | 
In addition, every foreign visitor to Iran |. 
is now required to carry US$300 in cash | - 
and to convert this into local currency at | 
the airport at the official exchange rate. 
A stamp accompanying the Iranian visa 
explains the validity of the visa ۷ 
under this condition. = 

These measures are certainly an indi- | | 
cation of the government's desperation. ۱ 


To win the war Iran neds a@vanced | 


weaponry and the people to operate it. 


And it needs time. To get these it needs | 


foreign exchange, which means it must 
be able to produce and export more oil. 
Without the oil, an Iranian victory, or 


even maintaining the Iranian economy, | - 


is impossible. It appears the only solu- | 
tion Teheran can come up with i is to wait |. 
for a coup in ۰ 


The pressures of winning the war are | . 


manifold. Prestige plays an important | 
part in the pomp and glory of the Islamic. | 
revolution. There is, however* a more 


important issue — that of survival. The | - 


government has been promising so 
much for so long, and the people have | 
already given so much and received so 
little; that they are prepared to accept 


| nothing but victory, even if it is only a 
pyrrhic one. The government has to de- | — 


liver. The fate of the Islamic govern- 
ment may be inextricably linked with | 
the fate of the war. 


Looking i into tiec cage, rhe said you see a 
happy bird; but only because the bird 
cannot speak. 

support for Khomeini's regime is 
difficult to assess. Reports written. by 
journalists outside Iran tell of the im- 


mense support for Khomeini within the 


population, and there obviously is sup- 
port. But there is just as much discon- 
tent. The gregt number of soldiers Iran 
has managed to mobilise are used.as an 
index for Khomeini’s hold on the peo- 
ple. But this index is misleading. Draft 
dodging is almost impossible in Iran. 
There are checkpoints between all 
cities, where public transport is stopped 


and searehed. 
e e 


A one such checkpoint a bus was 
stopped and the revolutionary 
guards seized two young men, intent on 
taking them to the draft board. The 
driver of the bus pleaded. Apparently 
he was trying to smuggle his nephews 





Iraqi soldier: turning tide. 


into Teheran, but they did not make it. 
Young men who do not have discharge 


papers are drafted there and then. 


A doctor in charge of examining 
draftees spoke of wide discontent 
among the men whom he was responsi- 
ble for sending to war. “Most of them go 
out of desperation,” he said, “they are 
tired of running and they know there is 
no way out. And some go because of the 
economic incentives." These-are the 
various commodities and luxuries which 
can be had by the soldier, and by his 
family if he is killed. 

Families of martyrs are virtually a 
privileged class. They do not stand in 
line, they receive perks such as being 
able to travel outside the country, and 
they receive compensation for the 
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ported the pipeline was is operating at full 
capacity. 

In Iraq there is less discontent than 
Iran, mainly because ofPresident Sad- 
dam Hussein's “guns anf butter” policy, 
which has tried to kedb the war at the 
front and away from home. Consumer 
imports have been drastically cut by 
Baghdad, but compared with Iranians, 
Iraqis are still living in relative luxury. 
The future is bound to bring more au- 
sterity. But whereas the Iranians have 
been used to doing without for six years, 
the Iraqis are only just starting to feel 
the effects of war at home. 

In Iran food shortages, which have 
continued for the six years that the war 
has dragged on, have become more 
acute. People wait in queues for hours, 
for their ration of milk, eggs, and even 
petrol. A line of cars at a petrol station 
continues as far as the eye can see, 
stretching well over 2 km. 

Food rations, grossly inadequate to 
. heet demand, have given rise to a 

flourishing black market, where a 
kilogram of meat, which is sold by 
ration for 750 rials (US$8.50), 
costs 2,500 rials. A small tube of 
toothpaste is priced at 5,000 rials, 
and a jar of hand lotion at 7,000 
rials. Acute shortages of such 
necessities as pharmaceuticals 
have created nightmares for the 
sick and their families. A doctor in 
one of the smaller cities told the 
REVIEW that there were patients 
dying due to the lack of certain 
medicines. 

Yet, despite shortages of virtu- 
ally every food item, the mullahs 
are encouraging their constituents 
to procreate, to beget sons for the 
revolution. They offer incentives 
such as extra rations of sugar for 
parents of new-born babies. On 
the other hand, there is not 
:nough milk to feed babies. Dried 
nilk is sold by ration: two tins per 
baby per month (a healthy baby | 
consumes at least four tins). Further- 
more, the powder can be had only witha 
doctor’s prescription, and doctors have 
been instructed to prescribe milk only 
for the baby’s first year, and not 
beyond. 

Hence, on the one hand the govern- 
ment encourages people to have more 
children, and on the other hand it can- 


not provide the basic necessities for the. 


newborn. Such contradictions, a result 
of war, food shortages and desperation 
— which are all interrelated — are 
found everywhere. 

Life seems to go on, however, and 
whatever the obstacles to daily life, the 
people have had to adapt. Life has its 
own strange routine. A middle-class 
Iranian businessman, offended at the 
remark that Iranians had adapted well 
to the change, quietly nursed his glass of 
home-made vodka and eloquently drew 
the analogy of a canary in a cage that 
sings and frolicks, and seems carefree. 
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operating in » the central Hazarajat re- 
gion, and the provinces bordering Iran, 


organising X pro-Iranian resistance 
groups. The Islamic regime has claimed 
that its RevoliKionary Guards have 


been training AfShans inside Iran. Ac- 
cording to Afghan reports, there are 
now three large pro-lranian groups 
within the country, and though the 
Iranian intrusion ts resented by the 
predominantly Swanni  mujahidden, 
differences have been set aside in the 
interest of cohesion against the So- 
viets. 

` Besides Iraq, Iran's worst vengeance 
is. reserved for Kuwait and Saudi 
Arabia, which have been aiding Sad- 
dam Hussein in the war. Terrorists 
thought to be working for Iran have 
carried out attacks against both 
countries. The low point of relations 
with Saudi Arabia was marked by the 
Saudi downing of an Iranian F-4 fighter 
in June 1984. 

The hostility towards Kuwait was 
epitomised by Teheran's nearly suc- 
cessful assassination attempt last year 
on the Emir, Sheik Jaber al Ahmed al 
Sabah. To deter any future 
possible attacks, Kuwait has 
put its army on alert, while 
the six-member Gulf Coopera- 
tive Council. made up of 
Saudi Arabia and other con- 
servative countries in the 
region, has pledged to defend 
Kuwait should it be attack- 
ed. 

The Sowiet Union is re- 
garded with increasing sus- 


gestion, nevertheless, in an 
Iran where compromise is 
anathema, Rafsanjani has 
shown new initiative. Despite 
his seeming enlightenment, 
however, Rafsanjani is not 
considered a moderate. He is a 
fanatic advocate of Islamic law 
and its application, and be- 
lieves that the clergy should 
continue to rule Iran. 

Surprisingly enough, there 
is also a radical streak within the gov- 
ernment, which tries to counter-balance 
the extremist heavy-weights. President 
Ali Khamenei, and Prime Minister 
Hussein Moussavi, are perhaps best 
suited to lead Iran after Khomeini. 
They are seemingly less ambitious, and 
have a realpolitik approach towards 
Iran's future course in world affairs. 

Khamenei refers to Iran's new look 
in world affairs as “an open-door 
foreign policy" which calls for greater 
interaction between Iran’s Islamic 
ideology and the "cultures and 
ideologies of other countries." He also 
realises that Khomeini’ vision needs 
modification, in that Iran's Islamic 
ideology cannot compromise the coun- 
try's interests. 

Moussavi has more or less aligned 
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| | but few allies or friends 


brand of Islamisation is regarded by 
Teheran as far too liberal, and his close 
ties with the US are regarded with mis- 
trust. 

Zia has maintained relations with 
Iran mainly for reasons of trade, and to 
keep the fundamentalist threat from 
focusing on his country. Pakistan's large 
Shia minority is a source of potential 
threat to Zia, as it looks to Khomeini 
for leadership. In September, fhe holy 
month of Muharram, which has special 
significance to Shias throughout the 
world, was marked in Pakistan with the 
traditional gatherings, where portraits 
of Khomeini and Iranian President Ali 
Khamenei hung outside every large 
mosque. 

Iranian influence in Afghanistan is 
known. Its role in the conflict, however, 
is more difficult to understand. Iranian 
activists have been reported to be 





Rafsanjani: leadership contender. 


Rafsanjani. Rafsanjani is sure to make a 
bid for the leadership, and may even try 
to pluck it from Montazeri. In the event 
he does not succeed, his contingency 
plan is to dominate the less charismatic 
Montazeri, and perhaps assume the 
reins of power, even if he cannot have 
the supreme leadership. 

Rafsanjani also shares Khomeini’s 
vision, but due to his ambition he is 
more capricious and opportunistic. He 
has been an advocate of continuing the 
war with Iraq, but he has also been a 
sometime critic. In June 1985, Rafsan- 
jani suggested that an international 
court could *pave the way to an end to 
the war." The next month he was re- 
ported to be considering a possible re- 
storation of ties with the US. Although 
nothing materialised out of either sug- 


ran under Ayatollah Khomeini has 

withdrawn into almost complete isola- 
tion. Khomeini’s bitter denunciation of 
leadgrs in neighbouring countries has 
strained Teheran’s relations with many 
countries, and his commitment to ex- 
port the Islamic revolution beyond his 
borders has brought increasing suspi- 
cion by bordering neighleours. Iran is 
surrounded by countries which either 
barely tolerate the outspoken pariah, or 
are working against it by supporting 
Iraq's President Saddam Hussein in the 
war with Iran. 

The Khomeini regime's relations 


.| with its bordering countries have been 


fair, but never good. Since the Islamic 


| . revolution, Teheran has spoken blat- 


 antly against nearly all countries in the 
region, especially those aligned with the 
US. As a result, Iran is viewed with in- 
creasing suspicion by all, as it has vowed 
to export the revolution and its brand 
of fundamentalism far beyond its bor- 
ders. 

Iran's best relations are with Pakis- 
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| tan, which along with Turkey forms the 
| tri-nation Economic Cooperation Or- 


ganisation, a venture launched in 
1985 to encourage trade and 
chology transfer. However, Iran’s 
relation with Pakistan is a marriage of 
convenience, with rooted suspicions on 


President Zia-ul Haq's 
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grows ofder, speculation also grows as 
to the future of Iran after him. So little is 
known about the inside workings of the 
Iranian Government that informed 
speculation is difficult. The only cer- 
tainty is that there are definite rifts and 
cracks in the leadership, and that the 
facade of homogeneity within the gov- 
ernment is largely due to Khomeini hav- 
ing the last word on all important mat- 
` ters. 

Khomeini has tried to leave little to 
chance. He has chosen his religious suc- 
cessor, Áyatollah Montazeri, perhaps 
because Montazeri most closely shares 
Khomeini's vision of the revolution and 
his attitude towards the war with Iraq. 
Like Khomeini, hjs heir-apparent is fer- 
vently anti-Western, and believes in 
continuing the war at any cost. 

But the most important man in Iran, 
second only to Khomeini, is the most 
ambitious and charismatic speaker of 
Hojatoleslam Hashemi 
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talk, drawing attention to them with in- | — 


flammatory headlines, and predicted — - 
and thus invited — reactions from 
South Korea. | 

Some days before the publication of 
the November Bungei Shunju, the | 


magazine’s Sister publication, Shokun, | 


carried a similar essay by prominent - 
literary critic Jun Eto, whose latest | 
books include The 1946 Constitution — | 


Its Constraints and The Japan-US War |. 


Has Not Ended. In the Shokun article, | | 
Eto attacks what he sees as the PMO's | — 


blatant attempt at censorship of Bungei | - 


Shunju — which he likens to censorship 
under US Occupation — and the | 
media's collaboration with it, which he j 
warns is suicidal. It is not too late forthe | 


Japanese press to understand this extra- _ a 
ordinary aspect of the incident; the | - 


press in effect assisted the government's 
obvious attempt at its own suppression, 
Eto said. 


۱ ۲ 
to is not so worried about Japan's | — 


pre-war censorship, which he claims 
was based on legislation and im- | 
plemented according to clear-cut | 


criteria. But he argues that censorship | - 


under US Occupation was more insidi- 


ous, as it was hidden and not acknow- | 


ledged. 

The PMO denies having pressed the 
publisher for changes — it “only re- 
quested cooperation” 
Foreign Ministry says all it wanted re- 
moved was the title “minister” 
blurbs and advertisements for the Oc- 
tober issue since Fujio was speaking ina 
private capacity. 

Some liberals concede they were less 


concerned than they should have been | d 


about the censorship aspect ofthe Fujio 
incident, perhaps because they were 
preoccupied with errors — in fact 
and interpretation — in Fujio's version 
of history. But they deny that it is a 
heinous crime to acquire and print 
open information prior to publication, | 
particularly if it is in the "public in- |. 
terest." 


A commentary in the Asahi Shim- | 


bun quoted students from Southeast | 


Asia saying how they envied freedom | : 


of speech in Japan, how it, surprised 
them that the press here can criticise 
those in power without being taken in 
by the police. The newspaper said it is 
important to remember — and for 
young people to realige — that this free- 
dom was not won by the Japanese peo- 
ple but was given to them as a result of 
defeat in war. 
real, learning from history is essential, 
Asahi said. 
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By Susumu Awanohara in Tokyo 


" ormer education minister Masayuki 
Fujio and his “neo-nationalist” 
friends are now attacking the press for 
having neglected freedom of speech and 
instead. joining a campaign, allegedly 
masterminded by the Prime Minister's 
Office 4«PMO), to oust him last month 
(REVIEW, 18 Sept.). 

The” November edition of Bungei 
Shunju magazine carries another rambl- 
ing soliloquy by Fujio — his second — in 
which he corrects factual errors he made 
in the magazine's previous issue but 
sticks to his conclusions, proffers advice 
on a whole range of political issues and 
vents his anger at the PMO and the 
press, which he says was shamefully 
manipulated by it. 

In his first soliloquy in the 
magazine's October issue, Fujio placed 
part of the responsibility for Japan's an- 
nexation of Korea on the Koreans 
themselves. In the diplomatic furore 
surrounding this statement, Prime 
Minister Yasuhiro Nakasone sacked 
him. Fujio is annoyed that the PMO cir- 
culated an early copy of his talk among 
the media, which in turn wrote about it 
before the public had a chance to read 
its full text. 

When Fujio was a reporter at the 
Yomiuri Shimbun many years ago, he 
once helped set up a meeting between 
then US secretary of state John Foster 
Dulles and potential political leaders of 
post-war Japan but never thought of 
writing about it anywhere for his own 
glory. He offered help in the interest 
of Japan and Japan-US relations. In 
contrast, today's journalists have 
lost their professional ethics, Fujio 
laments. 

Also in the November issue are let- 
ters from readers, overwhelmingly in 
support of Fujio and against Nakasone, 
and an article by Shoichi Watanabe, 
a popular academic. Watanabe noted 
that during the Watergate scandal, 
former US president Richard Nixon 
denied having eavesdropped on his 
political opponents because he knew 
it was wrong to have done so. Read- 
ing pre-publication material is simi- 
lar to wiretapping, or at least to listen- 
ing to recordings resulting from 
wiretapping, Watanabe asserts in his 
article. 

Watanabe says that the PMO, not 
realising this, did not bother to conceal 
the fact that it had acquired an early 
copy and even sent a senior Foreign 
Ministry official to Bungei Shunju to re- 
quest changes in the text. For its part, 
Watanabe complains, the press high- 
lighted the diciest passages in Fujio's 
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Shame on the press 


The former education minister attacks media's role in his sacking 
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picion aby Teheran. i though i itis reputed 
as the “Lesser Satan," en comparison 
with the US. The Soviets, after unsuc- 
cessful attempts to woo the Khomeini 
regime, have accu it of “anti- 
Sovietism." 

At the outset of thé revolution. rela- 
tions with Moscow were negated by Iran's 
“neither East nor West" policy. What- 
ever relations did exist deteriorated 
rapidly in 1982 when the Soviet Union 
increased large-scale arms supplies to 
Baghdad at a time when the tides of war 
had turned definitely against Iraq. Iran 
chastised Moscow by destroying the 
pro-Soviet Tudeh party and expelling 18 
Soviet diplomats on charges of espin- 
age. 

In the region, Teheran looks favoyr- 
ably upon Syria and Libya, which share 
its fanatic zeal to a certain degree. Li- 
byan aid has not always been forthcom- 
ing, but Syrian President Hafez Assad 
has been more generous. It is not a 
strong alliance, however, as it is based 
on Assad's own personal rivalry with 
Hussein. Assad is using Iran as a means 
to an end. — Anwar Nasir 
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himself with Khamenei. Like the presi- 
dent he believes in land reform, and is 
anti-landlord. He has least support in 
the powerful bazaari (merchant) class. 
But the radical Moussavi/Khamenei ap- 
proach is in the belief that the mullahs 
should forsake politics, and concentrate 
only on the Islamisation of society. 

The Iranian people have been acute 
observers of the political scene, and 
have absorbed whatever little has 
leaked out from the government. They 
know their politics well. What remains 
to be seen is whether Khomeini's legacy 
will be fulfilled, whether the ambitious 
and charismatic can weave their charm 
and dominate? or whether the people 
will share the vision of those in the gov- 
ernment who see a new future for Iran. 

— Anwar Nasir 
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that enhanced the self-dignity and 6 
of the Korean people." 

As it turned out, the impeccable tim- 
ing of then Japanese education minis- 
ter Masayuki Fujio's ill-advised com- 
ments on Japanese colonial rule in 
Korea a few days before the start of the 
games (REVIEW, 25 Sept.) compelled 
the Japanese delegation to prudently 
wave miniature South Korean flags dur- 
ing the opening oag is and may 
have inadvertently provided their conti- 
nental neighbours with an even stronger 
impetus to rise to the occasion. 

Newspaper editorial writers and col- 
umnists were in raptures, saying the 
South Korean medal surge — trig- 
gered by 34 gold medals in boxing, 
taekwondo, wrestling and judo — had 
placed them on a par with sports super- 
power China and "stunned all of Asia." 
One paragraph in The Korea Times 
gushed: "Before the games began the 
aim of the Korean athletes was to catch 
up with Japan, but the Japanese turned 
out to be no rival for them." A veteran 
South Korean journalist put it more suc- 
cinctly. “There is," he said, “an im- 
mense relief at beating the Japanese." 


N? only that. The South Koreans 
heaped insult upon injury by taking 
six of the eight golds in judo, Japan’s na- 
tional sport. That in addition to the 
seven victories in its own homegrown 
taekwondo competition where it was 
left to an Iranian black belt to stop a 
clean sweep. Apart from a dubious deci- 
sion against hard-punching and techni- 
cally superior Indonesian Adrianus 
Taroreh in the featherweight division, 
superbly conditioned. Korean boxers 
richly deserved their success in the 12 
boxing finals. 

In a games that saw 11 world records 
fall, two others equalled and 90 new 
Asian records estalflished, South 
Korea's archers reigned supreme with 
nine out of 12 gold medals, and their 
table tennis and badminton players 
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Nationalism takes the 





gold at Asia's games 


favoured Indians saw Japanese and 
South Korean riders pick up the six gold 
medals at stake. But their expectations 
had never been high anyway after South 
Korean authorities failed to pass serum 
samples on India's four best horses — 
all of whom had previously passed strin- 
gent quarantine regulations for entry 
into the US and Britain. 

Turning a sports event into a 
nationalist celebration is not new, of 
course, the most egregious example 
being Hitler's Berlin Olympic Games in 
1936. Less racialist, but as well orches- 
trated and almost as hysterical were the 
1984 Olympics in Los Angeles. What 
the Americans lacked and Hitler had, 
however, was a clear enemy. So did the 
South Koreans. Their greatest satisfac- 
tion was pushing the Japanese into third 
place in the race for gold medals (China 
came first). 

South Koreans described their vic- 
tory over Japan as probably their most 
significant achievement in the long and 
troubled history of the relationship be- 
tween the two countries. One promi- 
nent columnist saw it as a cure for a nag- 
ging illness, taking the view that South 
Korea needed to outgrow the intense 
sensitivity that inevitably comes to the 
surface whenever there is a reminder 
from Tokyo of its unhappy past. 

President Chun Doo Hwan may well 
have been alluding to this when he 
hosted a post-games luncheon for South 
Korean athletes and officials on the 
lawns of the Blue House: “The Asian 
Games has shown that we are vigor- 
ously surging ahead in the world after 
having shaken off age-old poverty and 
stagnation . . . It was a national festival 


By John McBeth in Seoul 


edal-hungry crowds waved South 

Korean flags at every venue of the 
10th Asian Games, their roars of delight 
often reserved as much for an oppo- 
nents mistake as for a point-scoring 
play by a South Korean athlete. News- 
papers devoted almost their entire is- 
sues to games coverage, usually heavilv 
overloaded with South Korean achieve- 
ments. TV coverage blanketed all chan- 
nels from early morning to late evening, 
again with an overwhelming concentra- 
tion on the nation's sportsmen and 
women. 

Some newcomers. to South Korea 
very quickly found themselves capable 
of humming the national anthem from 
start to finish, so often was it played at 
televised medal ceremonies. Far from 
all the victory! ceremonies were tele- 
vised, but those featuring South Korean 
gold medallists were — including one 
where a South Korean weightlifter re- 
membered his politics at the last mo- 
ment and decided not to get the Iraqi 
silver medallist and the Iranian bronze 
medallist to shake hands. 

In badminton and tennis there were 
hotly contested line calls, causing one 
Indonesian to walk out and the Chinese 
shuttlers to refuse to accept their medals 
at first. Some of the shells in the rowing 
events Were said to be heavier than 
others, even if Chinese and Japanese 
competitors did take all the gold med- 
als. There were claims of biased judging 
in the gymnastigs events and unfairly 
amended score cards in shooting. And a 
classy Indonesian boxer may have been 
„ the unluckiest loser of the games — to a 
* South Korean. 

In the equestrian 


events, the 
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On the dole in 
pearlers' haven 


(By Hamish McDonald in Broome ۰ 

| n the southern winter, when predict- 
ably clear skies replace the towering 

thunderheads of the summer wet sea- 


son, the small Western Australian port 


of Broome is a study in the horizontal. 
From the fow sandhill at the back of 
town, the hinterland of scrubby bush 
stretches flatly away to the west and 
north, crossed by long straight roads 
and power lines. Out of sight on the In- 
dian Ocean shore, the surf takes five 


‘minutes to reach across the white sand 


of the apparently endless white sands of 
Cable Beach. 

To the east, the grey-green edge of 
mangroves sweeps around the broad 
waters of Roebuck Bay. The rise and 
fall of the 6 m tide in the bay is almost 
perceptible: glancing up from a book or 
a drink, the watcher on the hill sees the 
colour of the watch change to paler and 
paler shades of green and blue as mud- 
banks emerge. 

In the dry heat, the distant figures of 
Aborigines move on the exposed flats to 
hunt out crabs with their dogs or fill 


buckets with cockles. In the channels 


that lead through the mangroves, fishing 
boats rest on the mud. 
The architecture of the town is low 


and long too. Roofs stretch over wide 


verandahs all around the houses. Corru- 
gated iron, only just coming back into 
vogue elsewhere in Australia in a nos- 
talgic building style, was used by neces- 
sity for walls as well as roofs in older 
buildings. 

To the disgust of some citizens, 
Broome is also noted for another kind 
of supineness. The congenial winter cli- 
mate has made the towp Western Aus- 
tralia's “dole capital,” with th highest 
percentage (40%) of its workforce 
(2,050 people) receiving unemployment 
benefits of any district in the state. 

While some 60% are Aborigines, 
and thus a structural problem of the 
town itself, many of the rest are well- 
educated young people taking a lei- 
surely holiday at the taxpayer's ex- 
pense. Many, the West Australian news- 
paper said in a recent exposé, spend 
their days on the nude section of Cable 
Beach reading. It is difficult,to know 
which aspect gives more offence to the 
silent working majority. 

Young Western drop-outs camping 
in the Broome sand-hills makes ironic 
reading of the journale of William Dam- 
pier, the British. privateer who over- 
hauled his ship Roebuck in the bay in 
1699. On his first visit to the Kimberley 
coast, in 1688, Dampier had found the 


local Aborigines the most miserable . 
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them included passing the tough army 
special forces course. 

It is also true that in most other 
Asian countries, where sport falls into 
the cellar of government priorities, or- 
ganisation and the willingness to com- 
mit time and money is simply missing. 
So too is the dedication of officials. In 
Thailand, for example, one army col- 
onel of ponderous unathletic propor- 
tions not so long ago presided over at 
least eight different national sports 
bodies, ranging from football to boxing 
and table tennis. 

The Korean-language Joong-Ang 
Ilbo newspaper probably summed it all 
up by hailing the dedication of South 
Korea's sportsmen and women (“Our 
athletes perspired, while other athletes 
slept”), pointing to the nationwide sup- 
port for the Asian Games team — and 
allowing that the country had injected 
enormous sums of money into sports 
promotion alone over the past five years. 

Apart from laying out US$3 billion 
for the games themselves, the South 
Korean Government has spent US$30 
million a year since 1981 — matched by 
an equal sum from the private sector — 
on developing sports facilities and as- 
sisting athletes. All except one of the 37 
sports organisations affiliated to the Ko- 
rean Olympic Committee are now head- 
ed by senior executives of corporations, 
guaranteeing each of them a steady flow 
of funds. 

There are personal benefits for the 
athletes as well. The privately run Na- 
tional Sports Promotion Foundation of 
Korea, which raises funds through sales 
of sports tickets and advertising space, 
currently pays special lifetime research 
grants of up to US$1,200 a month to 122 
internationally recognised sportsmen 
and women — including nine Olympic 
gold medallists. 

Few. countries in Asia possess the 
sort of robust economies that could jus- 
tifiably support such investments. Or 
the Olympic Games for that matter. J 





Closing ceremonies; tight security: stringent, centralised planning. 


made up stunning ground by undermin- 
ing Chinese superiority and staking 
their claim to a string of Olympic titles 
in 1988. Startling as well were their un- 
expected gold medal victories in hockey 
over Pakistan and India. 

At the end of it all, China scraped 
home with 94 golds, one more than 
South Korea and 32 ahead of Japan 
which had never before fallen below 
second place. In total medal tallies, the 
South Koreans bagged 224 — a record 
number for an Asian Games — fol- 
lowed by the Chinese with 222 and 
Japan with 211. What was disturbing for 
the future of Asian sports, however, 
was the complete dominance the three 
North Asian nations enjoyed over 


the rest of the region — even in 
events where they once lagged far 
behind. 


The 24 other competing nations from 
Southeast Asia, the Subcontinent and 
the Middle East managed only 190 med- 
als between them, capturing just 25 
golds, 55 silvers and 110 bronze. Only 
Iran (six), India (five), the Philippines 
(four), Thailand (three), Pakistan (two) 
and Indonesia, Hongkong, Qatar, 
Lebanon and Bahrain (one each) won 
events, leaving sports officials to ponder 
how to make up the obvious difference 
in standards and resources. 

The perception among North Asians 
appears to be that the generally more 
laid-back lifestyle in tropical countries 
— where the heat and humidity sap an 
athlete's energy — does not lend itself 
to vigorous training and is therefore in- 
herently responsible for their failure to 
show any marked improvement. That 
may be so, but what is more significant 
is the systematic and organised ap- 
proach taken by China, South Korea 
and Japan and the fact that in many 
cases sportsmen had spent up to two 
years in solid pfeparation for the games. 

The 494 South Koreans, for exam- 
ple, went through 700 days of stringent 
centralised training, which for many of 
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Mhites as special constables and ar- 


rested 22 Japanese as ringleaders of a 


reprisal against the Timorese. The lock- 
up was next door to the Japanese 
clubhouse. Jafpanese pearling hands 
massed to resc\e their comrades. The 
White constable} formed a line outside 
the jail and dropped to their knees in fir- 
ing position. The Japanese wisely dis- 
persed, and the only casualty of the day 
was the police inspector who died that 
night from sunstroke brought on by the 
exertions of the day. 


ith replacement of pear! shell but- 
tons by plastic, the fleet dwindled 
rapidly from World War II (when the 
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ous disasters occurred when fleets were 
caught by cyclones, or when divers had 
to be hurriedly hauled up without de- 
compression to sail into safer waters. 

"The Asiatics made this place," said 
Eddy Roe, whose grandfather came 
from the Philippines as a diver and set- 
tled down with an Aboriginal "princess." 
Now working as a cookeon a modern 
pearling boat, Roe followed the tradi- 
tion as a ^hard-hat" diver after World 
War II and is a fund of stories about bat- 
tles with giant sharks and other hazards 
for the present generation af divers, 
who use scuba gear. 


When all luggers were back in port, | *town came under Japanese air attack) 


apd under the old White Australia law 
most of the Asians were not permitted 
to remain when their two-year contracts 
expired. But the town still presents a 
multi-racial face, with many exotic mixes 
of European, Aboriginal and Asian 
The 900 graves in the Japanese ceme 
tery have been restored with grants fron: 
gambling tycoon-philanthropist Ryo- 
ichi Sasagawa and conservative dietman 
Kazuo Tamaki. Old pearling and trading 
families are still prominent in local poli- 
tics and business. 

Pearling continues on a smallish 
scale, with cultured pearl farms on the 
coast north of Broome employing about 
200 people. Mother-of-pearl is still sold 
to West Germany and Italy. 

An empty grain silo at Broome's 
deep-water wharf is the result of the fail- 
ure of plans to grow sorghum on the 
nearby Camballin irrigation project. It 
is now used as a cyclone shelter for the 
caravans of those domestic tourists un- 
wise enough to stay into the wet. 

Tourism is undoubtedly the driving 
force of the local economy, with roads 
to Perth and Darwin now tar-sealed and 
daily air services. Although grumbling 
about the invasion of these "terrorist" 
hordes, residents are investing in souvenil 
shops, cafés, hotels, vehicle-hire anc 
beach-gear shops. Tour operators run 
trips out of town by lugger and camel. 

For those young people trying to set- 
tle in Broome, jobs in bars and hotels are 
keenly sought. Housing is under pres- 
sure, with newcomers living in caravans 
or even the back of cars. All let off steam 
at the Roebuck Hotel on Friday night, 
under the watchful eye of two bouncers, 
drinking beer and listening to the local 
Aboriginal band Scrap Metal, said by 
some to have pioneered a distinctive 
rock genre. 

One enthusiastic. promoter of 
Broome's tourism potential is Britain's 
Lord Alistair McAlpine, who spends 
three months of the year at his wildlife 
park in the town and who founded the 
Broome Preservation Society and do- 
nated A$40,000 (US$24.000) to start a 
restoration fund for h®&toric buildings. 
"You have to think of Broome in terms 
of San Tropez just after the war," 
McAlpine said. . oO 
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during the torrid wet season — after 
months at sea without refrigerated food 
in boats infested with cockroaches that 
nibbled the toe-nails and hair of sleep- 
ing men — the proximity caused explo- 
sions as all went about spending their 


- HAMISH McDONALD 





pay in the cafés, bars and brothels. 

In his book The Nor -Westers, the 
Australian writer Ion L. Idriess records 
one visit to the Asian quarter: "The 
small two-storeyed Japanese boarding- 
houses were crowded with broad- 
bodied men in sarong or short white 
pants. The bare feet of the many in 
street and lane moved noiselessly over 
earth and sand. Shadows vanished into 


darker lanes. And the moveless air in 


this dark heart of Asiatic town was 
heavy with an eastern tang. Difficult it 
was to believe that I was actually roam- 
ing in an Australian town. It was pleas- 
ant to emerge on the foreshore and 
cool air and open sky, with the masts of 
the laid-up luggers gaunt above the 
mangroves.” 

Phew! But tensions did come close to 
Slaughter in December 1920, when 
fighting built up between Japanese and 
Koepangers over an incident at sea. 
Local police hurriedly swore in all adult 







people “so 


troublesome that no fanning will keep 


them coming to one's face." 

But the town deservedly draws many 
other kinds of visitors, attracted not 
only by the winter sun but by its 
swashbuckling past as a pearling town 
inhabited by a seething racial mix. 

Pearlers moving north from Shark 
Bay «end south from the Arafura Sea in 


| the 1880s found Roebuck Bay a cy- 


clone-proof refuge from which to exploit 


| the rich pearl beds off the Kimberley 
| coast. The town was founded in 1883. 


and named for the Western Australian 


governor of the day. z 
Initially, Aborigines diving naked 
were employed to raise pearl 


shells from the more shallow beds. Then 
the pearling-masters ventured into 
deeper water. Divers were clad in heavy 
rubberised canvas suits, lead-weighted 
boots, and heavy bronze helmets fed 


| with air by a hose from Broome’s 


- 


Pearler's jetty and warehouse: local economy depends on tourism. 


distinctive two-masted pearl luggers. 


To farry ofit this dangerous work, 
the masters recruited Japanese divers 
from Taiji and other fishing ports, 
"Koepangers" from Timor, and “Man- 
ilamen" from the Philippines. Chinese 
also flocked to Broome to run supply 
businesses. By the 1890s, more than 300 


luggers carrying 5.000 crew worked out . 


of Broome. 


he pearling masters went about in 

white ducks and solar topees, lived in 
bungalows with a shanty at the back for 
Aborigifial house-servants and garden- 
ers, and sent shell and pearls off to Singa- 
pore on the regular steamer service. 


Barred legally from owning boats, 


some Japanese apd Chinese ran luggers 
through White “dummies,” according 
to author Donald Stuart, whose uncle 
was local inspector of pearl fisheries at 
that time. 

But most of the Asians did the hard 
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which has achieved modernisation. | 

Around 1980, the bureaucrats used | 
the concept of aid to “countries border- | 
ing areas of conflict.” and provided | 
funds under this rubric to Thailand, | 
Pakistan and Turkey. But this concept | - 
was considered too blunt and was ehang- 











































maintenance of peace and stability of | 
the world." The basic idea remains the | 
same, however, and under the new cate- | 


1 


In the clearest use of aid as a dip- | 
lomatic tool, Tokyo suspended aid to | 
Vietnam after its invasion of Cambodia | 
in late 1978. In 1981 it floated the idea | 
of a massive reconstruction aid for Viet- | 


from Cambodia — an idea which was 1 
later refined into a proposal for a | d 
three-step Cambodian settlement, con- | 
sisting of a Vietnamese troop with- | 


4 


drawal, a general election and the re- | 
sumption of Japanese aid. E 

But Japanese are not yet prepared | 
to go all the way. The South Korean Ad 
demand in 1981 for an aid package of |. 
US$10 billion stunned the Japanese not da 
only because of the large amount but | 


h 
Hf 


also because Seoul characterised it | 
explicitly as Tokyo's contribution to | 
the cost of maintaining security on the | - 
Korean peninsula. The two sides ag- | 
reed on a US$4 billion package of |- 
"economic" aid in 1983, after some - 
tough bargaining. a 


m 
_ 
e 


re 


prone 


نس 


= * 
۷ 3 


JN 


<. d "2128 7. ^ e^. 


y 


۳۲ 


uncon- |. 

vincingly, that "strategic aid is now an |. 
acknowledged foundation anf under- | > 
pinning of [Japanese] economic assist- | 
ance policy." IS 

Then, in apparent contradiction, — 3 
Yasutomo acknowledges that strategic | - 
aid would have faced difficulty the mo- | 
ment it was sharply defined. He goes 
on to say: “A clear-cut, unequivocal | _ 
identification with defence, policy | 
would have sounded strategic aids 
deathknell at birth." 

Tokyo would not willingly confess to 
some of the common political gbjectives 
of aid discussed in the literature and 
cited by Yasutomo, even if they indeed | 
applied in Japan's case. These objec- 
tives include competing for political in- | 
‘luence against rival states, disrupting | - 
antagonistic alliances and supporting | - 
politically or militarily valuable govern- | 
ments which are under pressure. Some او‎ - 
Japanese would be against such objec- - 
tives on principle. Others would argue i 


ed to “areas which are important te the | 


gory aid is being provided to such coun- | 
tries as Egypf, Zimbabwe and Somalia. | 


nam in return for a troop withdrawal | 





ECONOMICS 


The Japdnese art of aid 


The Manner of Giving: Strategic Aid and Japanese Foreign Policy by Dennis 
T. Yasutomo. D.C. Heath and Co., Lexington, Massachusetts. No price given. 


e 

the benefits to Japan itself (in creating 
markets for domestic exporters or in 
securing stable supplies of energy and 
raw materials) or on those accruing to 
the recipient countries. Sometimes poli- 
tical motives — not of Japan itself but of 
the US *until some years ago the princi- 
pal determinant of Tokyo's foreign po- 
licy — were seen behind Japanese aid, 
Yasutomo points Out. 

Yasutomo suggests that the notion 
of "comprehensive security," made 
fashionable by former prime ministers 
Masayoshi Ohira and Zenko Suzuki (in 
office during 1978-80 and 1980-82 
respectively), was the crucial catalyst in 


Suzuki: crucial catalyst. 


changing Japanese views on aid. Com- 
prehensive security is “a long-range 
view of the nation’s security require- 
ments that blends recognition of both 
military and non-military threats to the 
nation and the need for both military 
and non-military countermeasures.” 
He argues that economic aid’s principal 
function was to serve as a deterrent 
to the rise of non-military threats 
against the nation by creating a stable 
and favourable international environ- 
ment. 

There is a long explication of policy 
documents drafted by bureaucrats. In 
one document aid was clearly defined as 
the “cost” of ensuring Japan’s com- 
prehensive security. More specifically, 
aid's objectives are to contribute to the 
creation of a peaceful international 
order; to provide assistance commensu- 
rate with its status as a major economic 
power; to reinforce relations with coun- 
tries on which Japan depends for raw 
materials, and to assist developing 
countries as a non-Western nation 





que book's title is attention grab- 
bing, particularly at a time when 
Japan is overcoming its long. inertia 
and trying out ways to play a more ac- 
tive international role while the rest of 
the world looks on with expectatign 
and misgivings. In the absence of mil® 
tary might and a tradition of ۵ 
personal diplomacy, aid is the most ob- 
vious potential instrument of Japanese 
foreign policy, whether it is considered 
a substitute for or supplement to other 
policy tools. 

In fact, the Japanese have given 
foreign aid a special status in their na- 
tional budget. Aid appropriations are 
expanding faster than any other item in 
the now slow-growing overall budget, 
with only defence expenditures follow- 
ing closely behind. Generally, aid has 
received wide public support. Domes- 
tic criticism of aid, mainly coming from 
the Left, used to be that it was not suf- 
ficient in amount or altruism. 

The fall of Ferdinand Marcos in the 
Philippines early this year gave rise to a 
fresh debate on aid in Japan. For one 
thing, the event highlighted the role of 
aid in corruption which has become en- 
demic in much of Asia. For another 
thing, Tokyo’s refusal to finalise an aid 
agreement with a politically be- 
leaguered Marcos and its prompt offer 
of the same aid to President Corazon 
Aquino signalled use of aid for purposes 
other than the recipient country’s eco- 
nomic development per se. 

At the same time, repeated appeals 
for aid from Marcos and later from 
Aquino brought into focus the signifi- 
cance of Japanese aid and by implica- 
tion, the influence Tokyo could have 
over Manila. Already wary of the coun- 
trys accelerating defence build-up, 
Left-leaning critics of the government 
began voicing their suspicion of sen- 
ryaku enjo (strategic aid) — an expres- 
sion the government has studiously 
avoided as one carrying a Machiavellian 
and militaristic connotation. 

Yasutomo’s book puts such recent 
developments in perspective. He iden- 
tifies three trends in Japanese aid po- 
licy beginning in the late 1970s: politi- 
cisation of the reasons for aid to in- 
clude strategic as well as economic ob- 
jectives; globalisation of its scope 
beyond the traditional concentration 
on the Asian region, and improvement 
in the quantity®and quality of aid. 

Before that, aid had been justified 
almost exclusively on economic 
grounds, whether the emphasis was on 
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Superficial journey 


After the Nightmare by Liang Heng and Judith Shapiro dd A. Knopf, New York. 


practice among journals in many coun- 
tries. 

Errors due to ignorance, however, 
are nothing compared to crimes of con- 
descension. Liang feels “a bit sorry" for 
the northerners he meets in the fast- 
modernising Shenzhen; it was, he re- 
marks “almost as if they had come to a 
fgreign country for the first time, with- 
*out ever leaving China." Someone who 
had himself only seen his first foreign 
country four years earlier might be ex- 
pected to display more genuine compas- 
sion and less arrogance. 

Shortly afterwards, Liang and Shap- 
iro visit a contact in Shekou, part of the 
SEZ near Hongkong. They find him in 4 
“thoroughly modern suite" with wall- 
to-wall carpeting, a glass coffee table, 
matching bedspreads and drapes, a 
clean flush toilet and hot-and-cold run- 
ning water. Comparing the place to a 
peasant home they had visited earlier 
on, Liang moans: “I found the rooms 
unbearably, almost tragically civilised.” 
Does he find his own New York lifestyle 
“tragically” civilised? 






he book has its moments; some of 

the anecdotes or personal histories 
they recount are moving and reveal 
much about aspects of contemporary 
Chinese society. The authors relate, for 
example, an unforgettable tale about a 
woman reduced to the life of a beggar 
after her husband was arrested for 
gambling during the campaign against 
“spiritual pollution” in 1983. Oddly 
enough, however, their accounts of 
reunions with close friends like Peng 
Ming and Tao Sen (the Red Guarc 
leader and democracy activist) tend to 
be flat and superficial. 

The writing itself is generally pedes- 
trian and at times downright abusive of 
the English language. They arrive at 
such painful formulations as “thin, tat- 
tered peasants” and prefer quaintly ob- 
fuscating translations such as “earth 
emperors” to simpler, clearer alterna- 
tives like “local tyrants.” The writers, 
however, do display an undoubted flair 
when it comes to self-promotion. They 
lavishly praise Shapiro's command of 
the Chinese language and commend her 
"understanding of China's problems." 
Liang notes that he was a member of a 
university class which contained 
* China's best and brightest, most trou- 
bled and thoughtful." One feels that 
somehow, it would have been better if 
rather than merely telling us about their 
collective magnificen@e, Liang and 
Shapiro had been able to give us a taste 
of it. Instead, we are left with empty 
plates. — Linda Jaivin 
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US$16.95. 


A: a child growing up in a China 
wracked by political movements of 
increasing intensity and violence, Liang 
Heng experienced family traumas, 
physical and emotional dislocation, 
anomie and despair. After the Cultural 
Revolution, Liang enrolled in a provin- 
cial university, where he met Judith 
Shapiro, an American teacher of Eng- 
lish. They married and moved fn 1981 to, 
the US where they wrote the autobio- 
graphical Son of the Revolution. The 
book successfully encapsulated the ex- 
perience of a generation. 

After four years in the US, during 
which time Liang acquired American 
citizenship, the couple returned to 
China. After the Nightmare is the re- 
cord of their journey and an attempt to 
assess the changes which had taken 
place in Liang's homeland since they 
had been there last. As in their first 
book, the authors have chosen to write 
in Liang's voice. There are other efforts 
at continuity as well. They revisit some 
of the people described in the first book: 
a one-time political activist and democ- 
racy advocate who has since spent time 
in *labour reform" is now an entre- 
preneurial hustler, and a former Red 
Guard leader, has become a TV execu- 
tive. To broaden the scope of their sur- 
vey, Liang and Shapiro also travel to 
places they had never been to before, 
including the Shenzhen Special Econo- 
mic Zone (SEZ) near Hongkong. 

Essentially a travelogue, the book 
relies heavily on random encounters 
with people for its colour and content. 
Writers can get away with this if they do 
it well and with insight. Liang and Shap- 
iro do not. Fer China hands, they are 
surprisingly inept at getting certain facts 
straight. Liang, who edits an American- 
based magazine called The Chinese In- 
tellectual, calls one of China's most 
prominent literati, Wu Zuguang, a 
"novelist." Wu happens to be a well- 
known author of plays and operas. 
When an economic planner tells them 
that the reformists feel as though they 
are “groping for stepping-stones to 
cross the river," they fail to recognise 
that he is quoting China's top leader 
Deng Xiaoping himself. 

When Liang approaches a news- 
paper with details on an apparent scam 
they stumbled on in their travels, the 
newspaper's editors phone his hotel to 
verify that he is who he says he is. Liang 
disparagingly calls this “typical” and 
fumes that “in China, no one trusts you 
without the proper ‘introduction’.” 
True, but as a journalist himself, Liang 
ought to realise that checking up on 
sources is a common — and healthy — 
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that, though valid, they should n 
stated clearly, particularly given Asian 
sensitivities about Japan’s past record in 
the region. 

The author’s own preference for a 
powerful and internationally active 
Japan — and for strategic aid — be- 
comes obvious only towards the end of 


“the book. The last paragraph reads: 


“Few expected Japan to rejoin the ranks 
of great powers. And perhaps few today 
expect Japan to remain a great power 
without increasing its military capabili- 
ties . . . The Japanese plan otherwise: 
maintain or improve economic strength, 
control and moderate mifitary strength. 
If the Japanese manage to achieve and 
maintain great power status on that 
foundation, they may surprise us again 
with an achievement that would outshine 
even the remarkable economic miracle. 
And if strategic aid serves as a central 
pillar in the quest for that status, 
then the manner of giving will have in- 
deed been worth more than the gift it- 
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Lb self." 


Yasutomo's book is long for what it 





Marcos: role of aid in corruption. 


says. But it is timely and his contention 
that "Japanese aid pelicy has travelled 
a long foad in % short period of time to- 
ward the open, explicit inclusion of po- 
litical and strategic considerations" re- 
mains valid. 

One of the important reasons why 
this shift occurred — the relative de- 
cline of US power, particularly in Asia 
— is not sufficiently stressed by 
Yasutomo. Japan's tconomic successes 
increased its stake in the post-war in- 
ternational order centred around the 
US, while the US' capability to main- 
tain it singlehandedly declined. This 
was how "paying dues" as a member of 
the world community, which had just 
been a slogan rationalising aid, became 
an integral part of Japan's increasingly 
complex national interest, leading in 
turn to the notion of comprehensive 
security. How Japan defines its national 
interest, in principle and in fact, is in- 
deed of great interest to the rest of Asia. 

— Susumu Awanohara 
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Swiss Bank Corporation for institutional investors. 


When you're looking at new markets, — 
look up an old friend. 3 


International portfolios are now in. "d 
Everybody's talking about sophisticated 3 
new techniques, new markets, new 
challenges. But when you've been in the 
business as long as we have, that's 
actually nothing new. T 
A really meaningful innovation might be ^ 
to draw up your own list of what you're ۳ 
4 looking for in the institutions that handle 
your accounts. . 2 
Define your objectives and your qfestions. 
Then, let's talk it over. 
That's how the new ideas start to take E 
shape. We know from experience. z 


Swiss Bank Corporation | 
schweizerischer Bankverein — - 
Société de Banque Susse - 





The key Swiss bank 3 


General Managerflent in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, 1 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau, Middle East: Bahrain, Cairo, Tehran. a 


Africa: Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. ۰ 
۱ Lintas Zurich SBV 1686 Ww. 
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Producers come away empty-handed from Geneva 


No rubber solution 


pared to work for a successful out- 
come. 

There are no present plans for the 
negotiators to come together again. 
And with less than a year to go to the ex- 
piry date of the existing agreement, sev- 
eral countries, including the US and 
Japan, would have difficulty in complet- 
ing legislative formalities in time to put 
any new accord into effect. 

Rubber traders must now cope with 
the prospect of some 375,000 tonnes of 
buffer stock — about a month's con- 
sumption — coming on to the market 
after the agreement expires. Sales wi 
be spread over three years, but no one 
doubts that they will have a depressing 
impact on prices, adding to the produc- 
ers’ gloom. 


Fo Malaysia, the world’s biggest 
producer, the outcome is politically 
embarrassing as well as economically 
damaging. The Malaysian Government 
went ahead with negotiations despite 
strong pressure from rubber smallhold- 
ers to pull out of the pact, which the 
smallholders claimed had proved inef- 
fective in supporting prices. Ministers, 
arguing that buffer-stock buying had 
prevented a worse price slide, insisted 
that a new agreement would be in Ma- 
laysia’s interests. Now they have come 
away without a deal. 

For lower-cost producers such as In- 
donesia and Thailand the benefits from 
higher prices under thê agreement have 
been undeniable. They may have run 
into hundreds of millions of dollars, ac- 
cording to estimates by the UN Con- 
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fied bounds. This demand, which con- 
sumers had argued was wholly unrealis- 
tic in the light of market trends, had 
been the main barrier to progress at the 
previous session of talks in May this 
year. 

During the course of the third and 
latest session, however, it became clear 
that the 25 consumer nations, led 
by the US and the EEC, were in no 
mood to compromise on other mat- 
ters. 

They flatly rejected a producer pro- 
posal to set the reference price in Ma- 
laysian dollars, dropping the Singapore 
currency, which the Malaysians clearly 
expected as a quid pro quo for the key 
concession on price. And consumers 
insisted on bigger and more rapid au- 
tomatic price adjustments to reflect 
changing market circumstances. 

The seven producing nations, which 
together supply 95% of world natural 
rubber exports, wanted a new agree- 
ment badly enough to accept a com- 
promise on the currency issue but could 
not accept further curbs on the discre- 
tion of INRA’s council to decide price 
changes. 

For Xuto the failure of the talks 
represented a personal defeat. A few 
days earlier he had to be talked out of 
resigning after consumers claimed his 
attempts at reconciling the two sides 
unduly favoured producers. "I mis- 
judged the desire of some countries to 
have a successor agreement," he told 
journalists afterwards. He was pre- 
pared to undertake fresh consulta- 
tions but only if governments were pre- 


By Frances Williams in Geneva 


he collapse of talks this month in 

Geneva on a new five-year price 
stabilisation pact for natural rubber may 
have tolled the death knell for the future 
of international commodity price ac- 
cords. In the end demands by the West 
for freer play of market forces proved 
too much for rubber producers to 
stomach. Compared with an agreement 
on consumers' terms, declared Ahmad 
Farouk of Malaysia, the producers' 
spokesman, “market forces would be 
the lesser evil." 

Producers left Geneva angry and dis- 
appointed, accusing the consuming 
countries of bad faith. "We have se- 
rious „doubt, whether they sincere- 
ly wished another agreement," Farouk 
said. 

It was a sad contrast to the spirit of 
optimism surrounding the opening of 
the talks. Months of exhausting shuttle 
diplomacy by Manaspas Xuto, Thai- 
land's ambassador to Canada and chair- 
man of the UN-sponsored conference, 
appeared to have sécured enough com- 
mon ground for a successful renegotia- 
tion of the present International Natu- 
ral Rubber Agreement (INRA). Signed 
in 1979, the agreement has already been 
extended for two years but is due to ex- 
pire finally in October 1987. 

In particular Xuto persuaded the 
producers to drop their demand for a 
30% rise in the reference price, cur- 
rently 201.66 Malaysian/Singapore 
cents (85 US cents) a kg, which deter- 
mines the point at which the buffer- 
stock manager intervenes to buy or sell 
rubber to keep the price within speci- 


uto; Farouk: angry and disappointed. 
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dustries such as electronics, processe 
fcod and electrical appliances. KE 
The port's projected cost, to be: 
nanced largely with loans from J apa 
Overseas Economic Cooperation Fui 
(OECF, Japan's soft-loan agency), wil 


parently weary of the long-standin: 
operational inefficiency at the Bangko 
port, which.is controlled by the state 
owned Port Authority of Thailand, thi 
government has decided to privatis 
non-infrastructural facilities at Laem 
Chabang such. as warehouse and crane: 


applied to the ی‎ estate. | 

. Coming at a time when Thailand's 
manufactured exports are posting im 
pressive gains, the go-ahead for Laem. 
Chabang is generally welcomed by the 
local and foreign business community 


perts who were sceptical when the por 
plans were first announced in 1982 no 
appear fully supportive. ; 

Klong 106۷ 5 container traffic (both 
inward and outward) grew to 400,419 
teus (20-ft equivalent units) in 1985, a 
17.4% increase oyer 1984 despite the 
country’s general economic slowdown 
Container traffic rose at an annual aver 
by the 


According to. projections 


12% annual growth the Bangkok port 
will reach saturation in 1988, when traf- 


"For the medium term, an diterna- 
tive port at Laem Chabang has to be de-. 


said the foreign-line domi- 
nated BSAA in its annual report in July. 

While parties in the ruling coalition: 
played an important rolg in pushing the- 
scheme — for the political merit of reac-. 
tivating the investment climate after. 
more than two years of depressed condi- 


from key economic planners like ۵ 
tional Economic and Social Develop- 


zone are light and labour-intens 


cover only the basic infrastructure. A 


"Thailand. Some shipping industry 
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. age of 15-1776 through the early 1980s 
Bangkok Shipowners and Agents As- 
sociation. (BSAA), with a projected. 


. ficis predicted to suspass 500,000 teus. 


tions — it was also clear that support - 


B veloped and constructed with the ut- 
f most urgency if Thailand is not to fac 
q disruption in the international tfhinsport: 
| system," 





REVIEW MAP by Andy Tang 


By Paisal Sricharatchanya in Bangkok 


fter more,than a year of extensive 

debate and delay, the Thai Govern- 
ment has finally decided to build the 
country's first commercial deep-sea 
port. Approval was also given to set up 
an ambitious export-processing zone in 
the port vicinity, as part of the govern- 
ment's afm to drive economic growth 
With increased exports. 

However, the 15 October decision 
bya committee chaired by. Prime Minis- 
ter Prem Tinsulanond has not ended the 
controversy surrounding the Eastern 
Seaboard Programme (ESP). Getting 
the go-ahead are development plans in 
the Laem Chabang areas of Chon Buri 
province (southeast of Bangkok) which, 
apart from the Baht 4.9 billion 


(US$187.7 million) port and Baht 4 


billion export-processing zone, includes: 
a water pipeline and rail link. 

What remain uncertain are more ex- 
pensive — and more controversial — 
portions of the ESP involving an indus- 
trial port as well as a fertiliser and pet- 
rochemical complex in the Mab Ta Pud 
areas of Rayong province, further 
southeast of Laem “habang, where a 
gas-separation plant i is already in opera- 
tion. Decision on these components was 
deferred by the committee. 

The Laem Chabang development is 
designed to relieve the growing conges- 
tion of container traffic at Bangkok's 
Klong Toey port, as well as diminish the 
heavy concentration of industries 


around the metropolis. The new port 
will comprise two sections, one for 
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- At last, a beginning 


Bangkok finally commits itself to ESP projects 
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Such a policy would, however, be. 


fraught with difficulties. Synthetic rub- 


ber now has captured two-thirds of thé» 
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world market, and falling oil prices have 
brought costs down further. Malaysia, 
Indonesia and Thailand are not in a po- 
sition to control production effectively, 
which is largely in the hands of small- 
holders outside state sway. Prices giv- 
ig Malaysian growers a skimpy re- 
arn represent high profits for other 
producers, an obvious incentive to 
expand production outside quota li- 
‘mits. 
The refusal of Indonesia and Thai- 
land to support a scheme backed by Ma- 


_ laysia to rescue the tin pact also suggests. 
| the three big producers — which have 


little in common beyond their depen- 
dence on commodity earnings — would 
have difficulty in cooperating on rub- 
ber. 

The failure of the rubber talks may 
have set a seal on the fate of interna- 
tional commodity accords in general. 
The root cause of the breakdown was a 
fundamental difference between rich 
and poor countries on the objectives of 
price stabilisation. 

Producers still see commodity agree- 
ments as instruments for transferring re- 
sources to the Third World, as they 
were conceived in the 1970s. For rub- 

"er, said Farouk, that meant stabi- 
. Sing prices at a level which would give 
“a fair return to producers, encourage 


investment and. help expand develop-. 


ing countries’ export earnings. Price 
stabilisation could not be an end in 
itself. | | 

But, in the wake of the tin debacle a 
year ago, the West is resolved never 
again to get enmeshed in agreements 
which try to buck market trends. Curb- 
ing excessive fluctuations around those 
trends is all that is feasible, consumers 
now argue. 

Against all expectations a new deal 
on cocoa was concluded mid-year — 
but only after producers accepted 
a high degree of price flexibility. 
The coffee and sugar pacts are in 
disarray. Now the rubber agreement, 
ironically the most successful of 
the five Unctad-sponsored price ac- 
cords, is to be lai to rest. 

Whether consumers in practice will 
like the result of unfettered market 
_ forces any more man producers re- 
. mains to be seen, Oo 
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A game of monopoly 


Jakarta's exclusive import licensing draws fire 


protective environment. There has 
been no change to the basic nature of 
the trading system. "The [6 May] policy 
creates exceptions to the limited im- 
porter licensing norm rather than at- 
tempting to change that norm," writes 
Ross Muir, a former economics attaché 
«t Australia's Jakarta embassy. 

„ That norm, though derived from a 
set of political and economic needs since 
the country's independence from Dutch 
control in 1949, has become more en- 
trenched in the past few years. It has 
also led to charges of nepotism and 
cronyism in the distribution of licences. 

Decree No. 507/Kp/X11/82 (issued in 
December 1982), for example, states 
that "within the framework of deve- 
loping domestic upstream industries 
as well as promoting the technology of 





Krakatau Steel. 





domestic downstream steel industries," 
the import of steel. products will be 
realised by a state-owned limited liabil- 
ity trading company as handling im- 
porters acting on behalf of Krakatau 
Steel. Krakatau draws up an annual 
procurement and distribution plan, 
based on its own production fore- 
casts. This must be approved by the 
ministries of trade, cooperatives, in- 
dustry and finance, which then set a vol- 
ume of steel to be imported which en- 
sures that all domestic production is 
sold. 

In February 1983, a decree appeared 
listing approved prices for steel goods 
and freight. In the same month another 
decree listed state-owned Dharma 
Niaga and Kerta Niaga as the importers 
of finished iron or steel products. 


The result is that while tariffs on steel 
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By Vaudine England in Jakarta 


Ta most serious debate over the 
basic philosophies of trade and in- 
dustrial policy in Indonesia in. several 
years has erupted behind the scenes in 
Jakarta. Changes in these policies are 
expected in some form before the end of 
the year, but the issue is not yet re- 
solved. The ministers of trade and in- 


dustry, who are responsible f$r the* 


structure of protectionist tariffs and 
controls, have so far failed to reach a 
compromise with proponents of freer 
trade, both internal and external, in the 
Ministry of Finance. 

The key question is the extent to 
which Indonesia can continue to protect 


local industrialists, in the name of im- . 


port substitution, when its oil-depen- 
dent economy desperately needs the 
stimulus of new investment. 

A greater awareness of the need to 
be sensitive to world markets has 
emerged in Jakarta: oil income has fall- 
en drastically and business initiatives 
are stifled by a maze of structural inef- 
ficiencies which raise costs to such high 
levels that there is limited scope for In- 
donesia to compete internationally. 

Apart from hydrocarbons, the coun- 
try's exports are mainly semi-processed 
primary products, raw materials and 
manufactured goods. Trade policies 
governing these nominally export- 
oriented sectors have included the im- 
position of tariffs against import com- 
petition, high tariffs on the imported in- 
puts of export items, outright bans on 
some imports, local-content regulations 
and importer: licensing. The intense 
scrutiny firms (local and foreign) must 
go through before investing is another 
impediment to growth. Import tariffs 
were nominally reduced on most pro- 
ducts in 1985 though they still range 
over 60% on some goods. 

But it is in the area of loosening im- 
porter licensing that the greatest econo- 
mic and political minefield lies. Current 
discussion focuses on how much com- 
petition President Suharto will allow 
within the country’s trade and industry 
sectors at a time when he may feel the 
need for key political support from the 
beneficiaries of current policies. 

The most recent attempt by the gov- 
ernment to come to grips with the 
obstructive business environment was 
the 6 May Package this year which, 
among other things, allows companies 
exporting more than 85% of production 
to import necessary inputs direct, thus 
bypassing the licensed — and often sole 
— importers (REVIEW, 22 May). 

However, the system now operates 
on a principle of exceptions to an overall 
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Unakul was influenced by recent op- 


- timistic predictions that a number of Ja- 


panese businesses would relocate to 
Thailand as a result of the strong yen 


(REVIEW, 4 Sept.). 


Some Thai planners, as well as West- 
ern aid-agency officials, previously voic- 
ed scepticism over the Laem Chabang 
port project in light of the questionable 
quality of Japanese feasibility studies, 
which omitted — at Bangkok's request 
— an evaluation of the economic/finan- 
cial aspects of the ESP. 

Calling for a rephasing of the ESP in 
view of the country's tight resources 
over the next two years, a World Bank 
report in June said: “As in the case of 
Mab Ta Pud, questions remain regard- 
ing the likely traffic flow that would be 
generated at Laem Chabang for the 
foreseeable future, and thus whether 
the projected benefits would 
materialise...” 


ne alternative suggested by the 
XJ World Bank is to continue using the 
Bangkok port “with relatively minor in- 
vestments to upgrade its container- 
handling capacity,” and use an existing 
navy deep-sea facility at Sattahip (south 
of Laem Chabang) as a spillover when 
necessary. Although Sattahip at present 
handles heavy-equipment imports plus 
some tapioca exports, the government 
recently ruled out any large-scale com- 
mercialisation owing to naval security re- 
strictions and limited support facilities. 

In what could be either an explorat- 
ory inquiry or a tactical gesture, Thai of- 
ficials attending the recent World Bank 
annual meeting in Washington asked 
bank officials whether they would con- 
sider a funding role in the Laem 
Chabang development. According to 
informed sources, the bank replied, in a 
standard manner, that it would consider 
any formal proposal that Bangkok cares 
to submit. 

Many Thai planners would welcome 
the independent technical and econo- 
mic evaluation that would accompany 
World Bank participation. However, 
most analysts agree that the preparatory 
works for Laem Chabang have ad- 
vanced to such a stage (before further 
works were slowed by government inde- 
cision) that any World Bank involve- 
ment is now highly ualikely. About 70% 
of the ort’s projected ¥24.3 billion 
(US$157.3 million) foreign-borrowing 
requirements has already been commit- 
ted with the OECF. 

۸06080۱88 to Thai officials, the 
meeting on 15 October reviewed the 
status of the long-delayed fertiliser pro- 
ject (for which a ¥20.2 billion loan was 
signed in July) byt decided to stand firm 
on the original government policy of 
treating it on a commercial basis. Given 
expectations by the projects propo- 
nents for some special government as- 
sistance, the decision was regarded in 
many quarters asa negative blow. D 
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The move comes as welcome relief | 
for the banks, which are restricted by | — 
tne central bank in the best interest | 
rates they can offer to depositors, yet at | - 
the same time are faced with prolonged |. 
and heavy demand for loans. Deposits 
increased by only M$355 million during 
the first half of this year, compared with — 
a growth in loans of M$2.5 billion — a | 
loans/deposits gap of M$2.1 billion, 
compared with M$1.4 billion recorded 
for 1985. More recent reports put th 
gap at nearer M$3 billion. VIAM 

Local banking sources expect the | 
latest M$1 billion injection of funds to | 
be soaked up by the market very | 
quickly. According to the latest statisti- | - 
cal bulletin issued by BN, the liquidity | 
ratio of the commercial banks at the end 
of July declined to 19.8% from 20.2% a 
month earlier and 24.5% a year ago. 
Meanwhile, the loans/deposits ratio has 
soared from 99% in June to 100.6%, 
compared with 91.5% in June 1985. ` 

Although the banks admit that the 
latest relaxations are nothing more than 
a palliative, one senior local banker told 
the REVIEW that the decision by BN to 
effect the cut in the secondary-liquid-as- 
sets category should be taken as a signal 
of the government's preparedness to go 
on an austerity drive. as the move 
will reduce the market for government 
paper. 

Second-line assets (comprising fed- 
eral- and state-government securities 
with a maturity of over a year, bills dis- 
counted or purchased and bills receiva- 
ble/payable within Malaysia and redis- 
countable by BN), will now only have to 
account for less tban half of the liquid 
assets to be held by the *anks. Recent 
statistics. show that. the commercial 
banks hold 13% of government paper 
for liquidity-ratio reasons. 

As far as longer-term cures are con- 
cerned, the banks do not believe that 
BN is going to free-up the interest-rate 
structure at the moment, even though 
some reckon that tlre prime lending rate ۲ 
would shoot up from its present'level of 
10.75% to 15-20% if market forces were . 
to prevail. “The system here is very, 
very shallow," one banker said, adding 
that pressure on the Malaysiaft dollar , 
would continue to place pressure on the 
supply of funds in the market. 

With the whole banking system 
looking increasingly beJtaguered at the 
moment, some foreign bankers have ar- 
gued that now is not the best time to 
lower the safety margin of the local sys- 
tem. But local banks do not believe that 
the reduction of the liquidity require- 
ments will reduce confidence. 


Offering light relief 


Malaysia eases statutory-reserve and liquidity requirements 


By Nick Seaward in Kuala Lumpur 


M alaysia’s gentral bank, Bank Nega- 
ra (BN), has released a much- 
needed M$1 billion (US$381.7 million) 
into the cash-strapped financial system 
by relaxing the statutory reserve and 
liquidity, requirements of commercíal 
banks. The statutory-reserve ratio — 
which is the proportion of total eligible 


*“liabilifies which the commercial banks 


must deposit in cash with the central au- 
thorities — has been reduced by 0.595 
to 3.5%. At the same time, the liquidity 
requirement — the proportion of 
liabilities that banks must keep at hand 
in either cash or near-cash instruments 
— has been cut by 1.5% to 1795. 

This is the second time this year that 
BN has lowered the liquidity require- 
ment of the commercial banks, having 
reduced the ratio from 20% to 18.5% of 
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Bank Negara: ‘shallow system. ۲ 


total eligible liabilities with effect from 
15 February. The effect of this measure 
was partially offset by the decision to 
raise the statutory-reserve ratio of the 
merchant banks from 2.5% to 3% to 
bring them more in line with the com- 
mercial sector but it did release M$640 
million for lending into the market. 

Last year, in a similar move, BN 
lowered the statutory-reserve ratio of 
the commercial banks from 5% to 4% 
with effect from 15 April, while the re- 
quirement for the merchant banks was 
raised by one percentage point to 2.595. 
This released about M$400 million into 
the system, bringing the total release of 
new funds into the market as a result of 
these relaxations to M$2.05 billion, or a 
little more than 4% of the total deposits 
with the commercial banks as of 31 De- 
cember 1985. 
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and steel products are ogly 1-5% (ex- 
cept wire rods, which are protected by a 
20% tariff), the selling prices set by the 
exclusive importers at a evel well above 
the portus tart pr enable 
domestic steel produfers — notably 
Krakatau Steel — to set their prices at 
26-50% more than world prices (accord- 
ing to 1985 data) to break even on their 
high-cost operations. Industries requir- 
ing steel as an input are thus penalised 
and structural metal products, as a result, 
become at least 10% more expensive. 

Steel is only one example, but a sen- 
sitive one given the “showcase” ideals 
behind the vast Krakatau Steel plant in 
West Java, a venture which has beche 
plagued by cost over-runs and delays. 

Other manufacturing — industriés 
show similarly destructive patterns in 
terms of cost efficiency: at last year's ex- 
change rate of Rps 1,100:US$1, every 
US$5 worth of domestic resources that 

o into the production of sheet glass and 
yres save US$1 in imports — a loss of 
US$4 to the economy. 

In December 1983, seven decrees 
gave exclusive import licences for elec- 
trical products, metal industrial pro- 
ducts, machines and machine equip- 
ment, heavy equipment, automotive 
spare parts and textile products to vari- 
ous members of this group of firms. In 
June 1985, the decrees were refined by 
the addition of more items 

In many cases, the approved import- 
ers are also the approved producer and 
distributor of the items in thé domestic 
market. One example is tin plate: 
Krakatau Steel and Latinusa are the 
exclusive importers while Latinusa (a 
joint venture between private business- 
man Bob Hasan and state tin firm Tam- 
bang Timah) is the local producer. 

This pattern of producer-exclusive 
importer links is found in at least 15 key 
products while for other products there 

re a variety of approved importers. In 
n economy where intermediate goods 

"(including basic materials) account for 
55% of total imports, the cost burden on 
industry is heavy. 

However, as Muir points out in the 
August issue of the Australian National 
University's Bulletin of Indonesian Eco- 
nomic Studies, a November 1984 decree 
specifies a period of validity up to De- 
cember 1986 for all import regulations 
relating to seven groups of industrial 
products. The decree on the import of 
tyre cord fabric describes itself as "a 
provisional arrangement . . . until the 
stipulation of provisions on more ap- 
propriate import levies." As Muir says: 
“It is possible that December could be- 
come the cut-off date for quota restric- 
tions and import licences which could 
then be replaced by a tariff surcharge." 

What makes the issue sensitive is the 
perception amoeg many that the system 
protects vested interests among the 
country's elite. The president may feel 
the need to correct that perception and/ 
or the system. 11 


roughly 10% of the population. Apart 
from the banks, the main Indian share- 
holders represent interests connected 
with UAB’s e-chairman, Tan Sri 
Kishu T. ۳ (which are thought 
to hold around Wo), and Maika Hold- 
ings, the investment arm of the Ma- 
laysian Indian Congress. Maika re- 
cently acquired a 10% holding in UAB. 
Maika’s official line is that “it cannot 
invest shareholders funds just on senti- 
ment — there must be an expectation 
that the bank will be run well.” How- 
ever, prominent Indian sources told the 
REVIEW that Maika is intent on keeping 
control of the bank in Indian hands. 
e° Breaking a six-month silence since 


۱ Ne resignation from the bank on 30 
a 


rch this year, Ismail made a press 
statement recently, alleging that not 
only were a substantial portion of 
UAB’s bad and non-performing loans 
authorised before his three-year tenure 
at the bank, but that many of these were 
made to Indian-Malaysian joint ven- 
tures which had very little capital. Is- 
mail also claimed that UAB had bad 
loans outstanding to companies or indi- 
viduals owned or related to directors of 
the bank and that the bank had little or 
no mechanism for loan supervision. 

Ismail also questioned the appoint- 
ment to the board in September 1985 of 
Khoo Eng Choo, a senior partner of the 
Malaysian operation of auditing firm 
Price Waterhouse (PW). Khoo also 
holds the positions of managing director 
of consultancy company Jaffar Hussein 
Associates and director of Jaffro Hold- 
ings. Ismail claimed that Khoo was ap- 
pointed upon the recommendation of the 
governor of Bank Negara (the central 
bank), Datuk Jaffar Hussein, who before 
becoming governor was a senior partner 
of Jaffar Hussein Associates, and Price 
Waterhouse, and whose family invest- 
ment company is Jaffro Holdings. 

Subsequently, Ismail claims that PW 
was appointed as consultants by the 
board to oversee the financial restruc- ` 
turing of UAB and to implement cost- 
cutting measures. “All these [were] un- 
necessary,” Ismail said in his statement, 
“and such an exercise would mainly re- 
sult in the bank paying fat fees to the 
consultants.” 

To the surprise of many, the UAB 
board has decided to respond to Ismail's 
allegations. In a statement issued by 
UAB's chairman, Tunku Tan Sri Ib- 
rahim ibni Al-Marhum Sultan Sir Abu 
Bakar, on 15 October, the bank said 
that Ismail had been persuaded to res- 
ign as an alternative to being sacked. “If 
he [Ismail] had done his job," Ibrahim 
told a subsequent press conference, 
"the rights issue might not have been 
necessary." The UAB board stated that 
Khoo had not received any fees for his 
work either as directoreor chairman of 
UAB's management committee, but it 
did admit that PW had received fees for 
its services — however, these were far 
outweighed by the bank's savings. Oo 
































































UAB: preference for locals. 


Rights and wrongs... 


UAB holders are offered shares on time payment 


Malaysian’ operations the UAB was 
originally formed in 1972. Between 
them, these banks still hold 33% of the 
M$76.25 million paid-up capital. 

The three Indian banks will probably 
have little difficulty in raising the money 
immediately if needed, but resentment 
of the inequitable subscription terms 
(UAB already complies with the 30% 
bumiputra ownership criterion of the 
New Economic Policy), may tip the bal- 
ance against a decision to invest more 
than M$50 million in the loss-making 
bank. Shareholders may also be unset- 
tled by the current squabble between 
the UAB board and UAB's former 
chief executive, Datuk Ismail Abdul- 
lah, over responsibility for the losses. 


Althroush the opportunity to buy shares 
at par in a bank with 30 branches 
in Malaysia does not come around very 
often, the Indian banks would certainly 
not be getting value for their money. 
After a M$152 million subordinated 
loan, obtained this year from BMB and 
its parent, Bank Bumiputra Malaysia, 
to enable UAB to restore its capital- 
adequacy ratio above the 4% require- 
ment, the bank has net tangible assets of 
72 M cents for every M$1 share. The 
bad news does not stop there: UAB lost 
more than M$110 million in 1984 and 
1985 and is forecast by independent 
consultants to lose a further M$22 mil- 
lion during 1986-88. 

Pure economic considerations are 
unlikely to be the only factor in the 
shareholders’ decisions, however. UAB 
is the only licensed bank in Malaysia 
where the majority of the equity is in the 
hands of ethnic Indians — who make up 


By Nick Seaward in Kuala Lumpur 


hareholders of the ailing United 

Asian Bank (UAB) have been given 
more time to decide whether they wish 
to subscribe to the controversial and 
much delayed two-for-one rights issue 
that was approved at an acrimonious an- 
nual general meeting in September. The 
deadline has been extended by UAB 
from 31 October to 15 November to 
allow the shareholders more time to 
study a share-purchase scheme an- 
nounced by its advisers and underwrit- 
ers, Bumiputra Merchant Bankers 
(BMB), on 17 October. The rights issue 
aims to raise M$152.49 million 
(US$58.2 million) at M$1 a share to in- 
crease the bank's paid-up capital to 
M$228.74 million. , 

Under thé® scheme, shareholders 
may opt to subscribe initially to only 
25% of their entitlement to the rights 
issue. The remaining 75% will be held 
on their behalf by BMB through its sub- 
sidiary, Rothputra Nominees, for a 
period of up to three years from the ac- 
ceptance date, with a holding charge 
levied at the level ofeUAB’s base lend- 
ing raté. For bumiputra (indigenous 
Malaysian, mainly Malay) sharehold- 
ers, the minimum subscription is only 


10% of their rights issue entitle- 
ment. * 
The  share-purchase assistance 


scheme applies only to Malaysian citi- 
zens and locally registered corporations 
which have at least 51% of their shares 
owned by Malaysians. These restric- 
tions seem to have been structured de- 
liberately to exclude the three Indian 
state-owned banks — Indian Overseas 
Bank, United Commercial Bank and 


* Indian Bank — out of whose combined 
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If the city never sleeps, 
when can the Financial Director 


go to bed’? 


You and your company are in business to make 
money, and one thing is for certain, you don't make 
money without taking risks. 

If your business means you trade abroad you 
will sooner or later come face to face with Foreign 
Exchanges, perhaps the most volatile markets of all. 

Unless youre aware and can manage the 
risks involved, that overseas investment or dream 
contract can, overnight, turn into a nightmare. 
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ACE: it was Kuok who led t 
cates which provided bail money fi 







Tan Koon Swan, recently imprisoned 


to plans to pay off Tan's biggest debts 

Kuok was a founder-director of Ba 
Bumiputra. an institution set up to hi 
redistribute Malaysia's wealth aw 
from Chinese and towards Malays, a 
a partner of Daim Zainuddin, now 
































































laysia-French Bank, which bought 
the local business of France's Bang 
Indosuez. It was to Kuok that th 


for cooperation in establishing a nati 
shipping company, Malaysian Intern: 
tional Shipping Corp.; and to K 


the development of the new first-c 
hotel, office and convention comple 
b which Kuala Lumpur badl 
needed to compete with 
better-equipped Rm ۱ 
Singapore. 


uok's business activitie: 
Malaysia go back to 1949, 
when Kuok Brothers Sdn 
.Bhd was incorporated i 
Kuala Lumpur principally 
deal in soft commodities suc 
as rice and sugar. The eld 
of the brothers was Ph 
Kuok Hock Khee, who la 
moved from business. into ^ 
laysia's diplomatic service, an 
is now the family's senior mer 
ber resident in Kuala Lumpu 
Robert, though barely 
his 20s when Kuok Bros wi 
founded, already understood 
its businesses well. He had 
worked in ricesflistribetion i 
Singapore during the wai 
After the war, he sought 0 
opportunities to act as sut 
distributor to the big British-run trad 
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dependence in 1957, the Kuoks s 
their political moment. They sa 
markets which hadepreviously belor 
to British traders more or less by r 
were vulnerable. They expanded th 


porting and processing operations, and 
by the 1960s had become not bns 
major force in distribution, but also the 
country's leading refiner of sugar. In the 


ing led to ship owning, trade finance 
to banking and insurance, and land- 
holding to property and hotel develop- 





THe_1960s and 1970s were good. years 
for anybody in the commodities trade in ` 


. ticularly visible in Malaysia w 


laysian Chinese Association politi 


‘Singapore, as well as guarantees crc 


Nance minister, in the founding 0 
laysian Government turned in the 19 


‘again in the 1970s for partnersh p 





houses. When Malaysia secured its in- 


| scale of their distribution busine 
within Malaysia, integrated it with im 


years which followed, ship charter- 


ment. 
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career as one of | in Hongkong while prices were low. 


Some other related businesses have 
been performing badly, too. A com- 
pany formed to give Singapore-based 
Kuok eroup ره‎ an intere in 


AT 


Although ownership of the loose- 


knit group of Kuok-related companies 
is diffused, the entrepreneurial heart of 
it remains very much Robert Kuok him- 
self. Now 63, he looks at least 10 years 
younger. He has a relaxed and cultured 
manner which reflects his upbringing, 
not as the rags-to-riches stereotype of 
Overseas Chinese success, but as the 
Johor-born son of a middle-class mer- 


chant who was careful to start his sons in 
life with an education at one of Malaya’s 
finest schools, Johore Bahru English 
College, which also produced Malay- 
sian prime minister Tun Hussein Onn. 


.Another contemporary, Lee Kuan | 
Yew, was studying at nearby Raffles | 


College in Singapore, so too was Goh Ik 
Cheong, now chairman of the Kuoks’ 
-publicly quoted sugar group, Perlis | 
Plantations, and a member of Kuala 
Lumpur's “great and good." 


This blue-chip background is the . 


a MM 07ÀÀ 
Shipping losses: page 60 
Ownership chart: page 62 

The hotel portfolio: page 64 





Philip an and Robert Kuok. 
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st Successful traders, 


m | physical markets earned him the 
title "Sugar King." But his commercifil 
interests comprise a sprawling mass of 
small, mostly private companies, in 
which he himself is now rarely visible. 
Control of these companies is dispersed 
Bemong relatives, trusts, and impenetra- 
ble shelf companies in jurisdictions such 
. as Panama, Vanuatu and Liberia. Kuok 
. Started off as a director of most of them, 
. but has gradually retired himself over 
the past five years. from 5 
but a handful. | 
The chart (pages 62- 63) is 
simplified in detail and li- 
| mited in scope. Insignificant 
cross-shareholdings have 

| been omitted; public filings 
| on some companies were un- 
| available; other companies 
may have been unknowingly 








omitted. But it serves to con- 
vey the deliberate, labyrin- 
thine complexity of the Kuok 
interests. 
The Kuok group's most 
_ conspicuous landmarks now 
are the Shangri-La - hotel 
| comp anies, a field into which 
“Kuok diversified at the turn 
of the 1970s. The Shangri-La 
In Singapore and Kuala Lum- : 
- pur are rated by many busi- ~ id 
nessmen as the finest hotels 
| in those cities: the Bangkok 
and Hongkong operations are 
both in the top three or four. 
Other elements of the group have re- 
. ceived much less public notice, despite 
their size and relative importance. 
| Kerry Shipping, for instance, à private 
| Hongkong company, controls ship- 
| 
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.ping interests which have probably 
suffered realised cash losses of more 
than US$100 million during the past 
three years on the operation and sale of 
bulk-carrier vessels. It is a measure of 
Kuok's resources that he could afford to 
swallow those losses without seeking 
any form of debt rescheduling or recon- 
struction. 
But it can also be reckoned likely 
that this squeeze. coupled with the costs 
and losses of the Kuala Lumpur Shan- 
gri-La complex, must have constrained 
= Kuok at atime when he might well have, 
Wanted to expand his property interests 
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: had alread 
1 Hongkong Shangri- Lain 198 „ and was 
| preparing fon completion of. the 


Bangkok Shangri-La in March this year. 

A Shangri-La is now under construction 
in Peking, where Kerry Trading is also a 
49% investor in the US$360 million 
World Trade Centre scheduled to open 
there in 1988-89. 

One way to put Robert Kuok's 
career in perspective is to view it in geo- 
graphical rather than functional terms. 

His parents were born in China. He grew 
up in Malaya. The first focus of his busi- 
ness activities was Kuala Lumpur; in the 
garly 1970s came a shift to Singapore, 
and in the mid-1970s a move to Hong- 
keng. Now, the focus is moving again, 

from Hongkong to China, completing 
the circular return to his parents’ own 
home country. 

The latest China investments may be 





Shangri-La Hotel off Orchard F 
This, the first in what was to become an 
upmarket chain, opened for business in. 
1971. Kuok had seen the potential for 
international-class Singapore — hotels 
about seven years before many of his 
competitors, and reaped successive 
years of record profits. 





s tourists and businéss travellers 
helped Singapore's service sector 
become a major contributor to econo- 
mic growth, Malaysia was irked at being 
left behind. Officials suggested to Kuok 
that he might form a joint venire with 
the state-owned Urban Devejopment | 
Authority to build a hotel and office 
complex on a patch of Kuok-owned | 
land in Kuala Lumpur's “golden 
triangle” of prime real estate. 
This project, the Kuala Lumpur 
Shangri-la, eventually opened for busi- 





from bai bak 
accumulated 
lion. 

» Kerapu Shipping bought a 31, 000-ton 
bulk carrier in 1981, financed by a 
$$13.4 million loan from First Chicago. 
By the end of 1985, the company had 
accumulated losses of $$19.4 million. 
The bank loan was paid off in June 
1986. 

» Duri Shipping bought a bulk carrier 
in 1981 financed by à US$6 million loan 
from Development Bank of Singapore. 


By year-end, Pari had 
losses of S$19.1 mil- 


By 1985, the company had accumulated |, 


losses of S$11.8 million. 


These shipping losses were one of MEM 


|Shangri-La, Kuala Lumpur. MU 
holders’ funds of M$782 million 
(US$30 million), accumulated losses of 
M322.5 million, term loans of M$220 
milion and net current liabilities of 
M$76.2 million. 

The company’s positive net worth re- 
presented just 20% of the M$369 mil- 
lion valuation placed on its develop- 
ment project in the balance-sheet — an 
inadequate cushion against a market 
downturn of the severity seen in Kuala 
Lumpur over the past year. UBN's cash 
holdings amounted to just M$1.3 mil- 
lion at balance date. 





P eremba, according to its 1984 year- 
end accounts, would have been in 
no position to help out. Its total as- 
sets of M$706. million at balance 
date included just MSf.45. million in 


cash. Gearing was more than twice the. 
۱ es million ıshareholders” Y 










company’s. 
funds. 





the bigger pieces of bad news which | 
Kuok had to absorb during the early 
1980s. Another was the disastrous tim- 
ing of the Kuala Lumpur Shangri-La — 
Hotel, office and residential develop- 
ment. The project was conceived in the 
mid-1970s when Kuala Lumpur badly 
lacked first-class hotel and office 
space. 

By the time it was completed 10 years 
later, a speculative building boom was 
in its final stages of overheating, and 
rents for all kinds of property were 
poised to fall fast. 

The Shangri-La complex is owned by 
a company called UBN Holdings. Half 
of this company is owned by Kuok 
Bros. 

The other half is owned by a com- 
pany called Peremba, an arm of the 
state-owned Perbadanan Pembanyunan 
Bandar (Urban Development Author- 
ity). 

Neither UBN Holdings nor Peremba 
is in good shape, according to their most 
recently filed accounts. UBN's 1985 
year-end balance-sheet shows share- 
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utheast Asia. Prices were rising. fast | 






















































nough to make producers and pro- 
ucer-countries rich, but were also vol- 
atile enough to make speculators rich as 
well. The Kuoks were producers on a 
small scale, through sugar acreage held 
by Perlis, but that was little more than 
dow-dressing for the refining and 
ding operations. Robert Kuok se- 
cured contracts to supply rice and 
gar to Indonesia; he was on the right 
side of the sugar squeeze in 1973 which 
sent physical and futures prices soar- 
ing, while Western housewives panic- 
shopped for supplies. It is simply im- 
possible to guess at the lével of profits 
hich passed through Kuok's main 
Hongkong vehicle, Kerry Trading, dur- 
ing this period. (Hongkong law does 
not require private companies to dis- 
close their assets, earnings or owner- 








ome of Kuok's trading profits went 


9 obert Kuok ranks among the quiet 
<a casualties of the last shipping 
ump. In common with other Far East 
ipowners, he appears to have e expect- 
t charter rates, having crashed in 
, would soon recover. Instead, they 
ed lower still, and the crisis among 
i shipowners soon became a crisis 
ong their bankers. 
By Hongkong standards, Kuok's 
ping losses were not remarkable. 
One source estimates that they totalled 
3 99100-200 million. What is unusual, 
yowever, is that he continued meeting 
iis liabilities on time and in full, with no 
'ecourse to reschedulings or debt recon- 
uctions. 
Some insight into those losses can be 
led from Singapore company re- 
ords: Kuok’ seKkerry Shipping bought 
everal bulk carriers through Singapore 
ubsidiaries in which Kuok-Singapore 
iso took a minority interest. Accounts 
hese companies show that: 

Kerisi Shipping bought a bulk carrier 

1980, financed by a US$15 million 

mortgage from Bank of America 

(BoA). By the end of 1985, Kerisi was 

carrying ean accumulated loss of $$32 

million (US$14.5 million). 

Bawal Shipping ordered a 62,000-ton 
| carrier in 1980, financed by a 
7 mijlion loan, also from BoA. In 

n ary 1984 the ship was sold at a loss 

of $$20.4 million. The loan was paid off. 

the end of 1985, Bawal's accounts 
howed an accugulated loss of S$28.6 

million. ° 

Pari Shipping bought a 3,000-ton 

'hemical carrier in 1981, financed by a 

US$6.67 million loan from Banque 

Paribas. In 1985, the loan was «refi- 

nanced by another mortgage, “again 
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managerial responsibility. But if power 
is passing to the younger Kuoks, they 
have yet to achieve for themselves 
any distinct public stature or reputa- 
tion. 

And while Robert Kuok might be 
happy simply drawing dividends from 
most of his business interests, he could 
hardly be planning to leave the financial 
and diplomatic intricacies of his Peking 
investments in other hands, even those 
of his sons. 

Perhaps, as with Malaysia at inde- 
pendence, Robert Kuok sees in China 
now a great rgoment of political change 
to be seized, from which a future 
stream of new business opportunities 
will flow. He may have more confidence 
than most other investors, but he pro- 
bably also has better judgment. He 
must hope so: after the reversals of the 


winner. 





dustry-wide downturn, producing S$16 
million net in 1983, S$8 million net 
in 1984, and S$3.6 million net in 





“1985. à 


The Kuoks were also raising cash in 5 
1985 to early 1986 from bank loans 
charged against group assets in Hong- 
kong. The Shangri-La Hotel there was 
mortgaged to Banque Indosuez for a 
facility of up to HK$440 million in May 
1985; the hotel holding company also 
offered a charge over other assets as 
partial security for a loan of undisclosed 
size extended by the Bank of China k 


.(BoC) in February 1986, apparently for 1 


construction of the Shangri-La Hotel in i 
Peking. ^ 
In February 1986, Auto Plaza — 1 
near the Shangri-La Hotel in Hongkong 
— was mortgaged to Wardley for 
HK$200 million; in September 1985 Sea e 
Lord Trading, a company owned jointly 
by the Kuoks and Ng Teng Fong, 
mortgaged units in another Tsimshatsui 
building called “Energy* Plaza, to In- 
dosuez Asia as agent for a group of 1 
other banks providing HK$79.5 million; 
in May this year the Kuok company Iris | 
Nominees guaranteed a HK$40 million ۱ 
BoC loan charged on a godown at 
Chaiwan. 

Were these loans just efficient treas- 
ury management?,Or was Robert Kuok 
hurting? His interests are toe private 
and too diverse for a sure answer to be 
given. If there was a cash problem, the 
decision to abort an offering of shares in 
the Hongkong Shangri-La suggests that 
it has now passed. And the Kuoks them- 
selves evidently feel that the time has 
come for gearing up, rather than down: 
a syndicate is due to bg assembled later | 
this month by BoC t$ provide US$260 | 
million in loan finance for the Peking l 
World Trade Centre to be built jointly 
by the Kuoks and China Foreign Econo- e 
mic and Trade Consultants. 

۳ — Robert Cottrell ۰ 
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‘than: most against the republic's in- 


past few years, he could do with a 


various Kuok-related assets in Hong- 
kong during the past year, and why 
preparations for a public offering of 
shares in the Hongkong Shangri-La 
reached an advanced stage in early 
1986. 

Unlike many of his business asso- 
ciates, Kuok could probably choose 
to retire happy in the knowledge that 
he would occupy himself with diver- 
sions other*than profit-and-loss ac- 
counts. He has an unbusinesslike weak- 
ness for intellectuals, a keen interest in 
language, and a fondness for classical 
music which has extended to sponsoring 
a French pianist’s Hongkong concert 
tour. e 

AP first glance, his progressive re- 
treat from the boards of so many 
companies might indeed seem to indi- 
cate that retirement is the course which 
he plans to follow indeed now that 
his sons are old enough to assume 
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values and write-off of doubtful debts. 

These shipping and property dffficul- 
ties represented low points in cyclical 
businesses. Now that both are coming 
off the bottom, the Kuoks can expect to 
reap some corresponding gains. One 
sign of the shipping recovery is the plan- 
ned public offering of shares in Malay- 
International Shipping Corp., 
where Robert Kuok was a founder di- 
rector and retains a shareholding which 
one Malaysian broker estimates to be 
worth about M$200 million at the offer 
price. 

If it has been a difficult few years in 
some parts of the Kuok empire, others 


have kept the cash coming in. Perlis 


Plantations has been earning net profits 
of M$40-45 million for the past three 
years; the Hongkong Shangri-La has 


probably been earning about HK$200 


million (US$25.6 million) annually; the 
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motivated at least in part by sentiment, 
and perhaps for that reason they look 
among the biggest gambles the usually 
cautious Kuok has taken. He is running 
with, rather than ahead of, the herd in 
his commitment to Peking property 
development. Most foreign investors in 
China, and some Chinese officials, now 
say that establishing profitable joint 
ventures has proved much harder in 
practice than had been hoped. Although 
the willingness may be there at the 
highest official levels to make big pro- 
jects work, the more localised bureau- 
cracies have a limitless capacity to gen- 
erate additional obstacles, delays and 
costs. °. 
۱ anticipated cost at these 0۰ 

jects, coupled with the cash require- 
ments of the shipping and hotel in- 
terests, may be why a series of loan 
charges has been registered over 
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Bawal Shipping bulk carrier. 


The Kuoks can have fared little bet- 
ter with some of their Singapore prop- 
erty investments. An indication of 
losses in that area comes not from a 
Kuok family company as such, but from 
the accounts of a company. called 
Appleyard (S) set up in 1980 to give em- 
ployees of Kuok (Singapore) and re- 
lated companies a chance to participate 
in group projects. Appleyard took 
stakes in Kuok property development 
companies called Dairy Farm, Re- 
gency, Tanglin Mall, Riverview Road 
and Midpoint, which together held 
properties valued at 8248 mil- 
lion. 

But the Singapore property market 
crash in 1983-84 came near to wiping out 
Appleyard. Bygthe end of 1985 it had an 
accumulated loss of S$5 million to set 
‘against its S$6 million in share capital 
— S$3.1 million of that loss represent- 


ing a 1984 write-down of property | Singapore Shangri-La held out better 
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Note: This chart has been prepared without the assistance or consent of any company mentioned in it. Information is drawn from public records current 
` jh September 1986. This chart is not exhaustive. Some related companies may be omitted because records were not available. Insignificant 
cross-sharehoidings, usually of less than one percent, have been omitted. 
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tional, the Seattle-based company 
which was ‘managing the Singapore 
Shangri-La. 

When the contract with Westin at the 
Shangri-La Singapore expired in late 
1983, the Kuoks took over management | 
of the hotel, while Westin became in- 
volved in the Raffles City project, which 
would be in indirect competition with 
the Shangri-La. A new company, Shan- 
gri-La Hotels International Manage- 
ment (formerly Kuok Hotel Services), 
was created to manage the established 
Singapore hotel. 

The US$90 million Shangri-La in 
Kuala Lumpur lost nearly US$8 million, 

emcluding US$2 million in interest 
charges, during its first nine months of 
Operation to 31 December 1985, with 
occupancy levels at 45.3%. In the first 
six months of this year occupancy levels 
were up slightly to 48.9%, but with rev- 
enue at M$22.8 million (US$8.7 mil- 
lion), the hotel showed an operatin 
loss of M$6.7 million before intere 
charges of M$8.1 million, for a combin- 
ed loss of M$14.8 million. The hotel has 
been offering 40% discount on all room 
rates, meaning a deluxe single sells for 
only M$120, a price far below what is 
justified by the average cost per room of 
about US$110,000. 

The US$16 million Shangri-La Inn, 
part of the Komtar Complex in the 
Georgetown district of Penang, opened 
in April and is also floundering. Occu- 
pancy was only 20.3% during the first 
three months of operation, though this 
figure is distorted as it is based on the 
total 442 rooms and suites, not all of 
which were available during the period. 
Sales were M$1.7 million, while operat- 
ing costs of M$3.2 million combined 
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with interest expense of about 
US$180,000 resulted in a net loss of 
M$1.7 million. 


. So far, the Bangkok Shangri-La, 
which opened at the begining of March 
has produced an added strain on cas 
flows. The 650-room, 47-suite hotel cos 
about US$80 million, or approximately 
US$110,000 a room. During the first 
four months of operation, occupancy 
was only 25.4%, with sales of only Baht 
71.1 million (US$2.73 million). It incur- 
red a loss of Baht 68.9 million, including 
Baht 18.8 in interest charges in the 
period. 

According to Van Meurs, the hotel i: 
suffering from a lack of tour groups, 
which had already made their bookings 
far in advance of the Shangri-La open- 
ing. While Van Meurs also cited weak 
demand due to the hotel's opening coin- 
ciding with the beginning of the low 
season in Bangkok, he believes the 
main problem is a local oversupply of 
luxury hotels. Because of the glut, he 
says, the deluxe Shangri-La must sell at 
less than deluxe pricgs. A standard 
single has been selling for just over Baht 
1,200. 

. Profitability at the Shangri-La Singa- 
pore fell dramatically in 1985, with the 
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A consolidation period 
for hotel portfolio 


where there is already an oversupply of 
hotels, the Shangri-La Bangkok has 
been struggling to attract business since 
it opened in March. 

Two projects are under way in Pe- 
king, and while there is an acute short- 
age of hotel rooms in the city at present, 
an estimated 8,000 new rooms will be- 
come available in the next few years, 
and competition promises to be stiff by 
the time the new Kuok hotels are ready 
for occupancy. 

The Kuoks' first foray into hotels 
began with the opening of the Shangri- 
La Hotel in Singapore in 1971, a time 
when there was an undersupply of 
hotels in the republic. After incurring a 
loss of slightly less than .S$300,000 
(US$138,100) in its first year, the ven- 
ture has been in the black since, and is 
still widely considered to be Singapore's 
most profitable hotel. During the next 
decade the Kuok group concentrated on 
developing several profitable resort 
hotels in Fiji and Penang. 


B: 1981, hotel operations included 
five resorts — two in Fiji (the Fi- 
jian, and the Fiji Mocambo Hotel) and 
three in Penang (the Rasa Sayang 
Hotel, the Golden Sands Hotel and 
the Palm Beach Hotel). None of these 
took on the Shangri-La name, however, 
as this was reserved for the group's 
top-of-the-market deluxe hotels aimed 
at the free independent traveller. 
In that year, the Shangri-La Inter- 
national Hotel opened in Hongkong, 
quickly gaining the reputation of be- 
ing one of the city's finest hotels. 
The 810-room hotel signed a 10-year 
contract with Westin Resorts Interna- 
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The Shangri-La Hotel, Hongkong. 












































By Freddie Balfour in Hongkong 


66 | was looking at a chart of th e Kuok 

operations the other day. '[t was a 
labyrinth of boxes and perceiatages," 
said a senior executive of Shangri-La In- 
ternational Hotel Managemenit. Even 
insiders within the Kuok emp ire have 
trouble keeping track of the ۵ 
fragments, according to Robert Van 
Meurs, vice-president of the group 
which manages the 10 hotels controlled 
by the Kuok family through various 
Shangri-La companies. 

With the exception of the H ongkong 

Shangri-La, which is managed by Wes- 
etin Resorts International, tlie Kuok 
hotels form a chain linked tojzether by 
Shangri-La's hotel managem ent com- 
pany. 

Each locati is corftrolled by asepa- 
rate company: tor example, S hangri-La 
International (Singapore), S hangri-La 
International (Bangkok), Shangri-La 
International (Hangzhou). More com- 
plex is the Shangri-La Inn i n Penang, 
60% owned by Rasa Sayzing Beach 
Hotels (Penang), which in turn is con- 
trolled by Malayan Sugar, a subsidiary 
of Perlis Plantations. 

Like a commander-in- chief who 
does not reveal his grand d esign to his 
generals, Robert Kuok ens ures that his 
executivag focus on their 0۱ wn domains. 
It is a principle that seer ıs to inspire 
respect and efficiency. It guided the 
Shangri-La group throug]: some very 
profitable years, though ithe most re- 
cent projects hafe made inauspiéious 
starts. 

The newly opened Kı ıala Lumpur 

e Shangri-La has been har d-hit by the 
downturn in the Malaysiar i economy, as 
.has the Shangri-La Inn. In Bahgkok, 
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THE BIGGEST IN THE 21st CEI 


Countries with the largest static populations ) M 










about 300 million people. The sepia: 
tion grew sporadically thereafter; the 
balance of births over deaths was tenu- 
ous, and crises such as war and plague 
periodically reduced populations in 
parts of the world. Only in the 18th 


century did the number of people start 


to rise steadily. From 1750 until well 


into the 19th century, world popula- 


tion grew at the then unprecedented 
rate of about 0.5% a year. During that 
period, the population grew faster in 
those countries which constitute to- 
day's developed world than in those 
which now constitute the developing 
world. 

It was in the latter part of the 19th 
century that the higher growth rate 







because of lower fertility rates in the i 
dustrialising countries of Europe an 
North America. In the areas. wh 
today comprise the developing coun- 
tries, fertility remained marginally 


۱ above mortality. 


‘However, advances in medical tech- 
nology developed in the 1930s disturbed 


_this mortality/fertility balance and ini- 


tiated what has been described as the 
population explosion. The result of this 
explosion has been that the population 


of developing countries has increased. 


four-fold since 1900. By the year 2000, 
the Third World will have 5 billion peo- 
ple or nearly 85% of total world popula- 
tion. 

What about the future? Demographic 
predictions are exceedingly difficult to 
make; accordingly, they should be con- 
sidered with great caution. The map 
demonstrates an interesting set of pro- 
jections, in that it shóws how the de- 
veloping countries are likely to realign 
themselves demographically in the nex! 








Penny: 1 provides estimates. of static 


began to shift towards thé South, largeh i 
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sources hopelessly overtaxed. More-- 
over, a continuing increase in popula- - 
tion means that the fruits of develop- 


in their gross domestic product than that 


he Third World has long been told. 
about the burden it is imposing upon 
itself by letting its population increase at 
an unprecedented rate. The argument 
made is a simple one: at the present rate 
of population growth, many countries 
of the Third World will find their re- 


ment have to be distributed among a 
greater number of people. 

Even if the countries of the South 
can bring about a much larger increase 


projected for the industrial nations, a 
higher growth rate would not translate 
into higher rates of increase in per 
capita incomes. With the population 
growth rate in the Third World exceed- 
ing that of the industrial countries by 
two percentage points a year, GDP 
growth must be correspondingly larger 
in the former in order to maintain the 
present difference in per capita incomes 
between the North and the South. 

The above scenario does not offer 
a comforting picture, but there is a 
brighter side to it. This is the rapidly 


| growing demographic imbalance be- | 


tween the North and the South and the 
advantages that such an imbalance may 
bestow on the South. To grasp the sig- 
nificance of this argument it may be use- 
ful to step back a bit into demographic 
history. 


In the year AD 1, the world had 


| Shahid Javed Burki is director of 
the World Bank's International Re- 

lations Department. The views ex- 

| pressed here are those of the 
author. 
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REVIEWDIAGRAMS by Flicky Fn 


The benefits of open 
immigration policies 
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_available for this operation. At one, 


“with the amount of money going back. 


‘gri-La chain because the Shangri-La: 


! Bro | 
Smi n on sales of S$80. 1 million 
‘compared with a profit of S$8.1 million 
on revenue of S$90.4 million for 1984. 

But in the first six months of this year 
the hotel earned 586.6 million on sales 
of $$42.3 million, with occupancy levels 
running at about ۰ 







espite a large increase in the num- 
ber of hotel rooms available in. 
Hongkong, coupled with a slowing rise 
in the rate of tourist arrivals, from 70 
in 1985 to a forecast 5.5% (by stock- 
brokers James Capel), the Shangri-La 
in Hongkong has maintafned occupancy 
levels near 88%. No profit figures are 





“time there was some talk of Shangri-La 
‘International Hotel (Hongkong) going 
public, but according to Van Meurs, 


























































o the there seemed no 
need.” 
While Shangri-La appears very con- 
tent with the job being done by Westin, 
.the group would like to see the Hong- 
kong hotel come under the Shangri-La 
group's management as soon as possi- 
ble, though it is unlikely that this will 
; happen before the contract expires in 
1991. Van Meurs says considerable 
` confusion arises in marketing the Shan- 


investors, 


Hongkong is promoted separately by 
: Westin. 

The US$80 million Shangri-La Pe- 
king is scheduled to open in two phases: 

he first, a seven-storey tower housing 
44 offices and 76 residential units, 

opened early this month, and will be fol- 
lowed by the opening of the 24-storey, 

^ 876-room adjoining hotel in January 
1987. 
` The Kuok group has à 49% interest 
‘through Shangri-La International 
-Hotels (Peking), and the Chinese part- 
er, Chinese Metals and Minerals Im- 
porUExport Corp. has the remaining 
share. The Kuok partners will have full 
 managegmentegontroP for 13 years. A 
single room will cost about 101 

while the 25 m? offices will rent for 
US$90 a day. 

By far the group's most ambitious 
-project is the World Trade Centre in 
Peking, which will cost more than 
-US$300 million. Scheduled for comple- 
tion by 1988 or 1989, the project is a 
. joint. venture between China Foreign 
Economic and Trade Consultants (51%) 
and the Kuok-controlled Kerry Trading 
in Hongkong. Facilities are to include 
an exhigition hall, a convention centre, 
685 rooms, 56 suites, and an office com- 
plex. 

Shangri-La has no further projects 
planned beyond those already announc- 
ed. However, Shangri-La Internation- 

al Hotel Management is looking to 
expand to other projects in wHich the 
Kuok family has no equity interest. But 
as one executive said: “With theeKuok 
operations you never really know.” EJ 


































answer, but possible to speculate 
question. The information available 
the employment structure of new im 
grants suggests that the proportion s 












(aerospace, electronics, comput 
and in the services (software develo 
ment, advanced health care) is “mi 
larger than the proportion of iff 
grants in the total US population. Si 
the new industries and services const 


omy, it seems Jegitimate to conclude t 
without the scarce skills provided b: 
immigrants, the two sectors may | 
have grown as rapidly. : 

It is also possible to speculate t 
Europe, left to its own demographic d 
vices, has developed skill shortag 
precisely those industries and servic 
which the US has developed an advar 
tage in the past decade. The develo; 
ment of a skill-gap was inevitable 































































population base to support techno 
cal advance at the rate possible in th 
US. | 


` being made by foreigners is dem 
strated by comparing their represent; 
tion in the faculties of the science an 


technology departments of universitie 
in the US and Europe. A comparison « 
the top20 universities in the US with a 
equal number in Europe shows that th 
proportion of foreign-born facult 
members in the US is about four time 
higher than that in Europe — 15% of 
faculty, against only 4% in Europe. 
If it is to the advantage of the indi 
trial world to use immigration to corre 
the emerging demographic imbalanc 
and thus maintain economic dynamism 
is it also advantageous to the Th 


through emigration? The question of 
brain drain has been debated for som 
Us time “now. ebut np clea 
answer has emerged. Giv 
| the population structuri 
the Third World, it see 
: that the export of skil 
manpower is as beneficial a 
_ the export of goods and se 
vices. There is no reason w 
the concept of internation 
division of labour should n 
be applied to internation 
migration as it is to interr 
tional trade. A few statisti 
should help to clarify . 
point. | 
South and Southeast Asi: 
today have a combined po 
pulation of, more than 1, 
billion. Their birth raté 
of 25 per 1,000 of the popul 
tion means an addition of 
million people every year 
The industrial countries, 
with a total population of 








‘have found work in newer indus 


tute the growth sector of the US ecoi 


Europe; the region no longer has 


World to lose its talented manpowe 


eme te re sure apr A eri AAA AH 


| El urther evidence of the contribut 


Source: US Départmert ot TredBury. : 


€ Not letting immigration 

balance the rapidly changing 
demographic profile in 

| Europe, Japan and the US 

| will mean economic and 

| technological stagnation; not 

| letting emigration work as a 

| valve [in Asia] will cause 

| social and political turmoil. 9 
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India, this burden will ease as. the 
fertility rate. declines. In West Ger- 
many, however, a further decline in the 
birth rage will increase the burden on 
workers. 

These trends pose a dilemma for the 


industrial world. Is it possible to main- | 
tain economic vitality with a declining - 


workforce? Is it possible to support 
an economic structure that is becom- 
ing increasingly complex with a popu- 
lation that is losing the vigour of 
youth? If not, should the developed 
world correct its demographic profile by 
importing manpower? For the moment, 
Japan and Europe are essentially fol- 
‘lowing a closed-door policy with a 
highly restrictive approach towards im- 
migration. 

The US, on the other hand, either by 
accident or by design, is pursuing a po- 
licy which allows it to compensate for all 
manner of skill shortfalls. As the table 
below shows, in pursuit of this policy of 
compensation, the US is turning to 
countries where the skills it requires are 
available in abundance. 


The US is increasing its population | 


by some 0.25% a year through legal im- 
migration. Another 0.5% is perhaps 
being added through illegal immigra- 
‘tion. Without immigration, the US 
population-growth rate would have fall- 
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1984 Subtotal: 347 (all countries: 544) 
— 1985 Sub total: 371 (all countries: 570) 


| doubled while the population of the in- | 
















Based on an assumption of the i 
uation of current demographic trends 





otin | 

and governme 
population es 
total fertil 











inslate into a 
bout 2.1. With 
O live births for 
ulation achieves a 








he w rid population reaches 
tate in the year 2040 or there- 













` abouts, of the modern industrial coun- 
j tries only the US and the Soviet Union 





imong the 10 nations with popu- 
s of more than 200 million. In the 
r so intervening years, the Thir 

rid’s population will have more than 





۱ ۷ 


dustrial countries will. have increased 
only marginally, mostly in the US and 
Canada. In Europe, due to a combina- 
tion of declining fertility rates and em- 
IDargoes on new migration, populations 
in 2020 will be considerably less than 

they are today. It is estimated that the 
: sharpest decline will occur in West Ger- 
many: from 60 million people in 1986 to 
.50 million in 2010. 

It is difficult to speculate about the 
social, economic and political conse- 
quences of declining populations on 
modern societies. For the first time in 
human history, populations are de- 


clining because of a reduction in the | 


the mortality rate. Before the 18th cen- | 
tury, whenever war or disease reduced | 


| 
| 
| 
| fertility rate rather than an increase in 
f 

i 

| 

| the size of the population, the basic de- 
| mographic structure remained undis- 
turbed. 

i 


T* young (below the age of 25) 


at that time made up more than: 


half the total population. Today, 
with life expectancy in developed 
a countries at well over 70 years, 
population structures have become 
™ basically unstable — with much of the 
. population above the age of 











60. 
When comparing the 
population structures of 





three countries with ' dif- 
ferent. demographic profiles 
— West Germany, the US 
and India — what lends in- 
stability to the popula- 
tion pyramids of develop- 
ed countries (particular- 
ly those of Europe) is the 
| switch in the dependency 
ratios, In this respect, West 
| Germany and India are at 
opposite ends of the demo- 
graphic spectrum. 
|. dn .West Germany, a 
small labour force supports a 
large non-working and age- 
ing populatiof, while in 
India, a small labour force 
Supports a large population 
| still too young to work. In 
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ation; not letting emigr 






















One final word: if what has been 
said above is true, it does not imply 
that developing countries should not 
work towards the reduction of fertility 
rates. . 

This they must: the estimates of 
static. population above spell a grim 
future for many developing countries 
unless they are prepared to change their 
demographic profile. This has begun to 
happen in Asia but the change is long 
overdue in other parts of the developing 
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(REVIEW, 8 Sept.) The selibnd- hal 
pas is likely to remain poor as 
۱ all banks (plus finance 


ing deposits into a 
state-administered 


deposit insurance 
scheme. —— 
While there was 


strength in major ex- 
port items such as 
textile products, can- 
ned foods and inte- 
grated circuits, other 

manufactures destined 
for the domestic mar- 
| ket remained weak. 

For instance, the pro- 
duction. of Hee. 


REVIEWDIAGRAM by Picky Hui 
passenger cars and liquor fell 3.395. 
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20.3% and 13.9% DEVE. 
the first nine months. BoT's idus. 
trial production index (covering se 
lected industries that together ac- 
count for slightly more than half of 
the manufacturing sector) rose by 
roughly 5% during January- -September 
(on a 12-month retroactive moving 
average). 

Meanwhile, consumption in selected 
areas has been picking up. Sales at 33 
large Bangkok وی‎ stores rose 
7.3% , compared to the 6.9% increase in 
the first nine months of 1985. Imports of 
consumer non-durables — (excluding 
marine products) and durables (exclud- 


sa 


spectively over the same period. 
The marginal increase in the prices 
of food and non-alcoholic beverages, 


est inflation rate of 1.9% in the first nine 
months. The rate of inflation at year- 
end is; now projected at 1.8- 2%, OF 


SEA شب و ایر مسر ی اسهم‎ o یاس وچ شی لھ س‎ rrr د‎ tr a ہم دع‎ Pm Vr وہہ رہہ یرو‎ tl tb As aai هاش اه‎ pugna rre A HABBO YH اد‎ rr e ar 










¦ valve for the Asian 


graphic developments of the past 50 | social and political turmoil. 


development, has produced a situation - 


great benefit. The industrial countries - 


ance the rapidly changing denfbgraphic | 
eforid, such as Africa. 














investment was far from a healthy level - 


ing jewellery) rose 9.5% and 10.1% re- 


moderated by the series of retail oil- 
price cuts and reductions in utility rates - 


posits are projected to grow at 11.8%, | made early this year, resulted in a mod- 


slightly lower than i in 1985. 


The conclusion is clear: demo- 
years, coupled with massive investment 


made in most Asian countries in social 
from which these countries can obtain 


can also derive benefits ۳ making use 
of the. pool of skilled labour in Asia 
and, thereby, ی‎ economic 
dynamism. The cost of not doing so will 
be high for both the industrial and Asian 
countries. Not letting immigration bal- 


profile in Europe, Japan and the US wil 
® 


ping its head above water 


marginal 0.6%, re- LHC | Ni 1 companies) in Jul 
flecting a large + PLUS AND MINUS شا‎ ۱ UN 
D mr re, (January-September) A. g 
crease in consumer ۱ ۱ the equivalent of 0.1% 
goods against con- | (Bahtbillion) of their  outstand- 


tinued declines in raw 
materials and capital 
goods. 

. A BoT in-house in- 
vestment index picked 
up from a low point of 
below 80 in November 
1985 to the median 
level of 100 in Sep- 
tember, but officials 
cautioned that the 
index was distorted by 
two huge investment 
projects launched ear- 
lier this year. Although 


the value of new applications for Board 


of Investment promotional privileges 
dropped 47.7% in the first nine months, 
approved projects that commenced op- 
eration in the same period jumped 
384.7%. 

One crucial indication that private 


was the exceptionally low expansion in 
bank credits. These grew at an an- 
nualised 3.4% over the first three quar- 
ters; compared to 11.3% for the year- 
ago period. Apparently prosperous ex- 
port-oriented industries have financed 
their operations largely through 
foreign-exchange receipts. 

Given the slower than expected re- 
covery, bank credits are likely to ex- 
pand at no more than 5%, an exception- 
ally low level compared with the tradi- 
tional annual average of 18-2095 until 
the early 1980s — and about half the 
9.8% growth posted last year. Bank de- 


or roughly the same as in 1985. 

The low lending growth — aggra- 
vated by a spate of corporate failures in 
past two years — cut heavily into bank 
earnings in the first half of this year 


em 
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however, i$ 





p ۲ 
cause of these demographic : reasons, 
Asia is turning out 9 million graduates a 
ear as against 3.5 million in the indus- 
j The GDP for South and Southeast 
is some US$1.5 trillion compared 
ith"*US$7.5 trillion for the developed 
ortd, implying a much greater need for 
illed manpower in the latter than in 
ve former. Even if differences in the 
uality of education are taken into ac- 

int, Asia today is progucing a much 
'er number of skilled people than the 
idustrial countries, and, because of de- 























































Ithough generally reflecting positive 
۱ trends, the performance of the Thai 
nomy in the first nine months 
wed mixed results. A strong surge in 
'orts, particularly manufactures, led 
a sharp improvement in the country's 
(ternal accounts. But private invest- 
ment and production, while starting to 
cover after a two-year slump, ex- 
ided only slowly. 
The export gains will continue to 
vide the main impetus for economic 
wth, now projected at around 4.5% 
1e year. According to preliminary 
ires from the Bank of Thailand 
(BoT, the central bank), exports grew 
18.8% in the first three quarters — 
against an 8.3% decline in imports. 
This translated into a Baht 7.6 billion 
48$292.3 million) trade deficit, down 
% from the Baht 50,8 billion deficit in 
corresponding period in 1985. 
inks to a strong showing in tourism 
transfers, the current account regis- 
d a gurpluteof neafly Baht 8 billion. 
ven the central bank, normally conser- 
vative in its economic forecasting, now 
projects a current-account surplus for 
the year. 
The export picture, 
mixed. . Volume increases only 
minimised the adverse impact of price. 
declines in key farmgcommodities such 
` as rice, maize and rubber. Saving the 
situation were various manufactures 
whose combined  foreign-exchange 
earnings surpassed: those generated by 
once-donainant agricultural products. 
The value of textile products in particu- 
lar — the largest export item — rose by 
an impressive 31.695 in the first nine 
months. 
“Meanwhile, oh aom. the shafe of 
which, compared to total imports, de- 
clined from over 20% last year to 14% 
this year, plunged 42.556 by value in the 
same period owing to the international 
oil price E Non-oil imports Brew ã 





















. begun t to po ise the ie باه‎ opportunities waiting for. 
| them in Europe. K I سر‎ 

And since the launch of the GT Europe. Fund in 
January 1984, they've also come to value our advice and 
expertise as a major independent investment group. 











| We invest ad pot million’ in in Edrop, out of the 








SCC Yl our current investors rg 
. $10,000 invested. Smiling. © ۱ 

Were the ones who have believed for some years 
that the European success story wouldnt be a mere flash and why the time. is تب‎ br you to > consider i investing in 
in the pan. And were the ones who were confident that, it, please fill in the coupon below. 
_as fresh opportunities emerged, the future would. look | 


even rosier for the long-term investor, es specially i in our 
G dicicur ira T | | 





















; had in. TA eh we c cold see oe how to peo 
pres wide range of diverse, developing markets 
available tothe investor. — ۱ ۱ : 
‘And how tousethe stable economies, ever decreasing - 
inflation rates and keen overs eas interest in the area to 
our investors ioci. ۳ 
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[| F To: Miss Catriona Maclean, GT Mangement ( (Asis | 
Limited, 28th Floor, Two Exchange Square, 
8 Connaught Place, Central, Hong Kong. 





September 1985. Now showing 15.2% profit. 


| ` And in the twelve months to September 1986, we | 

j|. were able to cheer them with a 97% profit. 
|  . This year were still convinced that Europe will con- | | | 

tinue to be a. place where your money can work just that p یاهرنه ای‎ nace 
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1 Ü e Fund یم‎ This advertisement ‘does iai NU NEN offer of Units in the Fund. C80 
| | xis mí Applications dor-units may only be made on the basis of the current expan 
ui atory memorandum of the Furd, which contains full details about the Fund. 




































i accountants vs the Big E 


usual) extenta auditor — the 1 


` But then there are also “statute 
ditors." The majority of these inc 
als can lay little or no claim to hav 
Counting experience. They 

number among their ranks les: 
ified executives who have not mac 
Although non 
elected by shareholders at the 


the board level. 


audits of these foreign companies, the 
US will not accept Japanese account- |. 
ants’ audits of Japanese companies list 
ing in the US. Instead, US accountants. 


are sent to check all the figures, invoices 
and inventories. 


Japanese accountants smart some- | 


what under this bit of non-reciprocity. 


because they feel that their standards | 


| pany'sannual meeting, the statutc 


ditors are in effect the appointees 


| valuation of assets) compared weth.thas | company president. This is ironic, 
| US. They seem determined to. raise 
| their international profile. 


that their job is to ensure that dir 
are working on behalf of sharehol: 
` The statutory auditors rely h 
‘on both the internal and extern 
| ditors for professional assistance, 

is as it should be. What is not sog 
that the external auditors rely ont 
dorsement of the statutory auditc 
their own appointment. The 

thing. has a ratt kr incestuous air al 
and one which obviously mi 
against the protection of sharehok 
terests. Arguments about 

"homogeneity" of Japanese sc 
with mutual interests crossing sec 
interests, cut little ice in this conte 
e THINGS are changing, hov 
and will continue to change. Apar 
rationalising the accountancy p 
sion and introducing investigatic 
dits to supplement annua! and ser 
nual reporting by listed companie 
certain others), the government i 
ing steps.to ensure that Japanese 
panies, smaller ones especially, ar 
ter capitalised in future. And Jap 
corporations are moving towards 
strict equity accounting of theii 
sidiary and associate companies. 

past, these affiliates, often refug 
retired employees, were used es 


circumvent the rules of consolidat 


counts, with corporations disp 
share holdin ngs among their subsidi 
The need for a more flexible و‎ 
ing structure for affiliates. run as 
centres, rather than loss absorber 
mean a more disciplined approz 
equity accounting in the future. T 
turn could lead to more meaningft 
solidation of accounts and to price 
ings ratios which are based on 
rather than parent- company ear. 
A bull point for corporate earning 
One other bit of rationalisin 
Japan needs to accomplish is getti 
of the duplicate nature of the acc 
ing system. Japanese companies h 
provide two sets of accounts, one. 
the Commercial Code and one 
the Securities and Exchange Act 
| leads to squabbles between rival 
ing authoritie: and detracts from 
should be the main purpose of g 
meaningful corporate informatio! 








‘the hands of sh 


| 
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| 
| 
0 
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€ THE Certified Public Accountants 
(CPAs) — all 7,000 and more of them | 


For a start, there are three. 


ditors in Japan: the inter- | 


have) plus the eee‏ نی 


are essentially "conservatiee" 
things such as reserve provisions and 


Shroff suspects that the Japanese 
kansa hojin will adopt the. same laser- 
rate international 
apanese banks and 
houses have, and that when 
they do arrive on the international 
scene, thev will quickly make their 


; mark. They will emplov all the latest ac- 
| counting technology and will not be 
| above poaching expert staff in. New 
| York, London and elsewhere to give 
them the market feel and the human re- 
| sources they may lack now. 
tactic is good enough for the likes of. 


If. that 


Nomura, it is good enough for the ac- 
countants. 


2 


who serve as partners in the kansa hojin 
— are the elite of the Japanese accoun- 
tancy establishment. The Ministry of 
Justice is trying to dilute their ranks by 
getting Certified Tax Accountants 
(CTAs) to carry out the proposed new 
"investigation audits” —- spot checks in 
effect — of Japanese companies as there 
are not enough auditors to go round at - 
present. CPAs are resisting. 


Their training is fairly rigorous by | 


comparison with that of a CTA (often a 
retired tax official). CPAs have to pass 
an initial examination set by the MoF, 


and Shroff is told that only around 100 
| or so get through each year out of 5,000 


or more applicants. After three years of 
vocational training and night school, 


those who do get through sit a final 


examination, where the pass rate is 
between 30% and 50%. 

If all this expertise does 
not always translate into 
company reports and ac- 
counts in Japan which are 
models of transparency 
and give a genuinely “true 
and fair view,” that is as 
much a fault of law and 
custom as it is of the CPAs. 


types of corporate au- 


nal auditor (which com- 
pamies just about every- 


|! like targeting of cor 
| objectives that the 
| securities 
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S Citibank i is to the US, Sumitomo 
Ik (or maybe Dai-Ichi Kangyo) i is to 
an, and as Goldman Sachs is to New 
ork, Nomura is to Tokyo. So far so 
ad, but the next question is not so 
sy. As Price Waterhouse is to the US, 
hat (or who) is to Japan? How about 
huo or Asahi-Shinwa. Never heard of 
m? What about Showa-Ohta then, 
maybe Tomatsu AokP? Never heard 
them either? Few people have, but 
y will before long. 

Japanese accountancy firmis are not the 
ousehold names abroad the country's 
s and securities firms have become. 
But accounting firms, kansa hojin, seem 
:ly to become the third wave of Ja- 
se financial institutions to sweep on 
ie international stage, challenging 
JS “Big Eight" and others. 

The kansa hojin are already the big 
nes of the accounting world in J T 
ce they came into being in 1966, 
ber of these partnerships (not to d 
fused with the smaller accountancy 
ns called kyodo kaikei) have already 
merged to form bigger units. However, 
the real thrust towards expansion by 
merger is only just beginning. 

This arises from a need by Japanese 
ountancy firms to defend their turf 
inst the increasing incursions of the 
Eig 











ht — the Price Waterhouses, 
t Marwicks and Arthur Youngs of 
is world — as much as the need to 
'ep pace with the globalisation of their 
apanese clients in manufacturing. fi- 
nance and service industries. 

The big US firms already have repre- 
sentative offices in Tokyo to service US 
ients in Japan, but because they have 
been able to set up their own kansa 
ojin, these leviathans enjoy what the 
anese consider to be an unfair ad- 
tage. TheJapanese kansa hojin can- 
t pride both auditing and tax-plan- 
ning: services which most big corporate 
clients demand nowadays. The foreign- 
ers can, however, by virtue of operating 
oth through their own kansa hojin and 
representative offices. It would be sur- 
prising if these legal impediments to in- 
ernationalism among 
kansa Rojin dq not Uisap- 
pear before long. 

The rapid influx of 
foreign (mainly US) firms 
Aisting their stocks on the 
< Tokyo Stock Exchange — 
-there are currently 31 and 
he figure will probably 
5 double by the end of next 
year — has mad@Japanese. . 
accountants more aware 
‘of their own inadequacies. 

. While the Ministry of Fi- 
. nance (MoF) decided that 


$ 


it would accept US firms’ 
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` ommerzbank, one of West Clients throughout the region 
;ermany's “Big Three” financial ^ benefit from Commerzbanks intimate 
titutions syith a business volume of ^ knowledge of individual markets 

ver Û r DM 150 billion, has a long tradition both in Germany and internationally. 
f serving a demanding corporate clien- And from its valuable links with 

ele i in Southeast Asia and the Far East. local authorities and business com- 
munities in many countries around 





Present in Asia's key business and 


ancial centers, Commerzbank offers the world. | m 
acomplete range of commercial, invest- Reflecting the Bank's firm commit- 
ment and mérchant banking services. ment to the Asia-Pacific area, Commerz- 















‘From all kinds of short, medium andlong- bank's shares were listed on the Tokyo 
term lending to comprehensive trade Stock Exchange starting in early October. h. 
financing facilities. From managing major Moreover, a new Tokyo offshoot special- jy 
fund-raising operations to organizing izing in securities is to start its operations Co mmerz 
german stock exchange introductions. in the beginning of 7 German know 10۷ 





FD, Box 11378, Hong Korg, Telephone: £847 96-66, Telex: 66400 cbkhkhx. Tokyo Bratt! 

25971 cktok. Commerzbank (South East Asi" Lid; Tower 40, DBS Buding, 6, Shenton Woy 
ain. 865 branches Ihroughout West Germany, including West Berlin. Foreign Branches an 
Luxembourg, Madrid, New York, Osaka, Paris, Rotterdam, Singapore, Tokyo, Touch. Representa ; 
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"^... What are you quoting 
for three-month Eurodollar ?" 


e Brokers pull in customers from across the ® SERVICE 800 makes toll-free dialling 
globe by offering them toll-free tele- ^ available to your customers wherever 
phone calls. they are. 

e And it opens your market world-wide. 
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| The first and only, world-wide, toll-free, telephone service. | ; 


For more information, please return this coupon to our Worldwide Headauaters: ° 


SERVICE 800 SA, Rue de la Moráche 14, 1260 NYON (Switzerland), Tel.: + 41 22/6312 35, Telex: 419 906 arp ch $ 
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Waiting in Europe for a connecting flight? 


fast of your choice. Then a limousine back to your on- 
ward flight. : 
Refreshed, refuelled. ready for a working day. Anc 
being so nice to yourself won't cost you one cent extra! 
The principle behind today's SAS is simple. We're 
making it easier for people who travel on business. 


MISAS 


The Businessmans Airline 





H بت‎ 





SAS makes it a little more comfortable. : 


There are many major business centers in Europe that 
you can't fly direct to from Asia. Hamburg, Milan, Glas- 
gow and Stuttgart to name just a few. And if that's where 
you're headed you'll need to make a connection. 

We can make that connection a little easier and a lot 
more comfortable. We call it our "Copenhagen Treat”. 

First get yourself to Bangkok. From there it's non- 
stop to Cogenhagen. On arrival a limousine will whisk 
you away to the luxury Hotel Scandinavia. There you can 
slip into a hot bath or a sauna and relax over the break- 


* 
SAS. BANGKOK 253 8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 584110. KUALA LUMPUR 2426044. 
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Subscribe now 


and ensure your copy each week. 





FarEastern Economic 


JETSPEEDED RATES 


Country 3 months 6 months 1year 


Brunei B$68.50 B$125.00 
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india US$22.50 US$41.00 US$75.00 
e Indonesia US$58.00 

Japan ¥ 6,750.00 ¥ 22,500.00 

Malaysia ۸۸571 0 M$130.00 


US$64.00 


Nepal US$193.00 


















Pakistan Rs 237.00 Rs 435.00 Rs 790.00 
Philippines US$27.00 US$49.00 
Singapore S$37.50 S$68.50 
Thailand US$17 0 US$32.00 US$58 0 
Rest of Asia US$22.50 US$41.00 US$75.00 
North America US$28.00 US$51.00 US$93.00 

A$27.00 A$49.50/ A$90.00/ 
Australasia NZ$39.00 NZ$71.50 | 0 
Europe, Africa ^ " 
"prs dede £18.56 £34.00 £62.00 
Central & 

5 5 JS$65 0 

apr OR US$35.50 US$65.00 US$118.00 










3 months 6 months 
HK$105.00 HK$192.50 HK$350.00 
US$19.50 U S$36.00 


£13.50 £24.50 
A$24.00 A$44 0 








THE GIN OF ENGLAND Hongkong 
Beefeater Gin is London born and bred. 
Distilled and bottled within the sights and 
sounds of London since 1820, to the original 
recipe first created by James Burrough, 
mee coe Gin of England is truly 
the Gin of London. 






Elsewhere 


. . , plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only ^". 


medium of its kind. 

Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 





O 3 months ` 6 months O 1 year 
[] Please include the Yearbook at extra 


US$24.95/HK $195. For airmail delivery, 
please add: US$7/HKS55 





Cheque payable to Far Eastern Economic Review enclosed 





To: Circulation Manager 
Far Eastern Economic Review, 
GPO Box 160, Hongkong 


| Payment of ت‎ is enclosed 
i | (Please print in block letters) 
Peas | ee ee ات‎ 
London Distilled 
Dy Ars | PARGOR a ae I, M E MM 
in | 
Distilled and bottled by 
James Burrough in 3 England | | es. ES 
| O Jetspeeded ‘ O Surface mail 
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investment, opportuni 





choose, and according to any time schedule that suits 
you. The choices are all yours. 






| Should you invest in more than one Posdolio, you 
will appreciate the fact that free 
exchanges between Portfolios are 
permitted once per quarter. You 
may also switch your investment 
fom one Portfolio to another 
“at certain intervals. And 
-should you require sudden 
cash, funds are available on 
short notice. 





"` Most reassuring of all, though, 

is the knowledge that your Portfolio 
is entrusted to the unparalleled financial 
management expertise of the American Express 


If the Broadgate Fund sounds like TM investment 
you've been seeking, why not take a moment to find 
out more? Simply complete the form below and return 
it to American Express Bank. Or call i us in » Hong Kong 
20 ۰ 


AMERICAN 
EXPRESS 


ma rr rir eee 





American Express Bank 
21/F., Connaught Centre 
Hong Kong 

6. Global Bonds 


3 and 4. 


7. Global Bonds and Equities ۱ 
Investments in the instruments permitted i in Portfolios 
3, 4, 5, with at least 25% invested i in equifies ande®5% 
in bonds. 


The latest prices are published daily iri the South China’ ES Post andthe Herald Tribune. 

You may buy and sell units daily. For subscription and redemption procedures, send for the 

prospectus. 

The investor is advised that the value of units and the income from them may decrease as 

well as increase. 

No subscription can be accepted on either the basis of financial reports or of the prospectas 
alone. Subscriptions are only valid if made on rhe basis of the current prospectus dated 3ist 

March 1986, accompanied by the most recent annual report and the most recent semi- 

annual report, published thereafter. 


"perme uc ec 


TELL ME MORE. RA 
l LJ YES, 1 am interested in the Broadgate Fund. i 


Please send me more information and a prospectus. 4 
۰ 


^" 


Name 


PC یی‎ r سک سس‎ ERR ERR i i 


pr e ——— € j 


Complete this form and return a te: ef 
d 
The Broadgate Fund a iro DENNIS 


American Express Bank l - سس‎ 
ZIF Connaught Centre . 9 TB XPRESS. 
Hong Kong _ BANK Jl 
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| Express Bank has impeccable credentials for 
ial management. Credentials we are now bringing 
proud new venture, the Broadgate Fund. — 6 





"The Broadgate Fund isa Luxembourg, 
based investment fund comprised , 
of seven individual Portfolios. 
Each has been assembled to 
provide a highly promising, 
low risk investment package. 
Collectively, they are designed 
to meet the needs of both 
long-term and short-term 


`` Do you want the stability and 
liquidity provided by US and Canadian 
Money Market Investments? Or do 
you need the advantages of Bonds denominated 

` in European currencies, Yen and ECU? The Broadgate 
Fund allows you to choose among these and other 

- options, and to combine them as you see fit. 


یر 
ادف zs‏ 


the size of the Broadgate Portfolios permits‏ ,ماهلا 

` à diversity of holdings that is not possible in smaller, 
individually managed accounts. This helps to ensure 
safety of principal. 


A minimum investment of US$10,000 is required to 
enter any of the seven Portfolios. Once you are vested, 
- you may add to your investment in any increment you 


THE SEVEN PORTFOLIOS OF THE 
BROADGATE FUND 


1. $ Money Market 
US $ and Canadian $ denominated Money Market 
Instruments: Time Deposits, Floating Rate Notes, 
Certificates of Deposit, and Acceptances issued by 
banks, governments and organisations which have 
sound credit ratings. 


.|2. Non-$ Money Market 
Investments similar to those found in Portfolio 1, but 
denominated in European currencies, Yen & ECU. 


13. $ Bonds 
US $ and Canadian $ denominated Bonds having 
maturities up to 15 years and Money Market 
Instruments issued by banks, governments and 
organisations which have sound credit ratings. 


4. Non-$ Bonds 
investments similar to those found in Portfolio 3 but 
denominated in European currencies, Yen & ECU. 


^15. Global Equities 
..| Equity phares, Warrants and Convertible Securities 
Ll. traded on major world markets. 
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ATHASSELBLAD-TO"SATOOITI OSCAR PETERSON. 





HASSELBLAD 


Victor Hasselblad AB, Box 220, S-401 23 Goteborg. Sweden 
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East. Staying Westin. . 


d 


Here I go again. On the road. In the 
air. Off to another round of 
presentations, negotiations, celerations. € p? 
And through it all, there’s Westin. *. 
Hotels that know where I'm coming 
from. People who understand my 
priorities. 
Like the Shangri-La in Hong Kong. 
With its specious rooms, gracious service 
and impeccable style. 
Asia is where I m travelling. Westin is e 
where I'm staying. à b 








Hotels in Asia: 





ng, The Shangri-La * Manila, The Westin Philippine Plaza ۰ e E E 
1e Westin Chosun Beach + Seoul, The Westin Chosun -+ ° ? 
', The Westin Stamford ۰ Singapore, The Westin Plaza * THE PEOPLE AND PLACES DF WESTIN ES 7 ۰ 


ie Akasaka Prince ۰ Tokyo, The Tokyo Prince * 


ations, call the Westin Hotel in your city or your travel consultant. i Qaring. Comfortable. Civilized. HOTELS & RESORTS 
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My Rolex is more than just a watch, 
it makes me feel dressed. 


Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she is booked up 
for years to come. Will her voice 
stand the strain? Kiri says, 
“What you have to remember 


v "because the women in their lets her lover go, vou feel it's 1s to give quality, not quantity. 
l 8o. 8 1 ۱ 1 
operas are contradictory; warm not completely the end of the For many vears, Rolex hag 
and cool at the same time. world for her. I'm sure I will shared that same obsession. 
r e " . x o > (4 ” ۲۳۰. .* 9 
Leo ol Her favourite roles, for have to sing the Marschallin My Rolex, says Kiri, “is morc 
example, are the sad young 100 times before I fully under- than just a watch, it also makes 
Countess in Le Nozze de Figaro stand the depth ol the character: me feel dressed. |t ei, 
and the frenzied, passionate Her famous voice (“Perfect” has been a friend = 
DonnaElvirain ‘Don Giovanni. said Sir Colin Davis of the lor a long time. ROLEX 
of Genen 
= f Geneva 
a> ~e 
y ۰ Lu 
| 
3 | 
P.. k 
2 y 
۵ ^» 
e مغ‎ 6 
E 1 
e’ 
2 e 
۴ THE ROLEX LADY DATEJUST CHRONOMETER IN 8 T. GOLD. BEZEL AND DIAL SET WITH DIAMONDS, dJ O, ما ام‎ BEE IN WH 0 ( 0 ABN M 
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When she decided to sing 
the Feldmarschallin in ‘Der 
Rosenkavalier’, Kiri said it was 
“because the character appeals 
to me. She has understanding 
and maturity and when she 





In evervthing that she does, 
bed. UA. ۳3 > 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delsehts in Strauss and Mozart 














































en. par as 3۳ یس‎ insurar 
companies, are known to be adept ’ 
wringing even larger discounts out of 
securities houses, in the form of rebate 
after the commissions have. been paid. 
Foreign stock analysts view the commi: 


as extremely murky. 

But even with discounted fixed-cgm 
missions, volume has been so an 
(often over 1 billion shares daily) on th 
exchange in the past year that Japanes 
securities houses have posted recor 
profits, ranging from 30-60% up ove 
the year-earlier level. Institutional - 
vestors, Japanese brokers say, ha 
applied firm pressure on the ۴۰ 
take the icing off the securities firm: 
cake. The TSE in September launche: 
an investigation into member securitie 
firms’ commission income, and the ne 
rates appear to have been set in consid 
eration of the results of this study. 

` The MoF Securities Bureau earlie 
floated the idea of reduci 
= commissions on ali trades 
“Smaller securities companie 

whose client base is ۷ 
` with. individual investor 
have effectively resisted thi 
proposal. 
Jepending on how quic 
ly securities companies cai 
adjust. computer calcula 
tion programmes, the new 
. commissions could be intro 
duced in mid-November a 
the earliest. | 


Li is said to T deeply EEE û al 
embarrassed by the insider-dealer label 


Privy Council to clear his name. Apart 
from the Chinese concern for “face,” Li 
has more tangible reasons to fight the 





His Hutchison Whampoa group has- 
already taken a near 5% eStake in the 
British Pearson group — $° publ lifher of. 


about building on that link. With tl 
politics of 1997 affecting the long-ter 
future of Hongkong, Li may look to t 
US for future investments, and such 
plans may be affected by the inside 
trader finding, which would be taken 


change Commission. 







CLARIFICATION 


In Of booms and busts and a tragictoss .. 
(FOCUS, Review, 23 Oct.) the reference to 
Bumiputra Malaysia Finance Ltd (BMFL) 
bed BBMB Finance (Hong Kong) Ltd, in jux: 
رن‎ mip to such names as Carrian, Eda and 
OTB might have been t to imply th 
L had collapsed as a sult of its loans to 
تست‎ and Eda, Clearly this was not the case: 
BMFL*was always. fully supported by its p; 
ent, Bank Bumiputra Malaysia, and it remai 
in business in Hongkong as a licensed deposit- 
taking ney: : 
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| sion and discount world of TSE trade 


and will probably go all the way to the 
‘stigma. 


the Financial Times — and is talking 


note of by the US Securities qnd E : 








Ahh ra IER rA Evol‏ ی رس mh rer rrr ama e‏ پم نشب مس اد تریح نا ی نش ولا یی Aa NY‏ شوت اج هدهعرب معا شوش SCPE ASAIN HAE rte rer rere‏ اج و مهو و BLOT‏ وج بت 


روهمج وود لیاسو e rs ne‏ او مهار سح oe rl rs‏ یدب THA HONAN‏ ۳۹ج orna rin‏ اس یو هه وس سنج او ای ی له وس مق کش سس 


“Unless the commissions get cut, 
more business«ill be booked offshore." 
one British broker said. "This is part of 
an effort to prevent a flood of funds 
Overseas." 

An exodus of yen could depress the 
market mere severely than its recent 
downwarg gyrations in response to Wall 
street's weakening. In particular, Ja- 
panese banks are now heavily commit- 
ted to the Tokyo equities market, and 
another market fall would further 


wound banks when partial interest-rate. 
libe ralisation has already squeezed their 
profits.. 

Although Tokyo commissions are 
fixed, discounts of up to 2076 are negoti- 


i Tokvo's “LITTLE BANG 


New commi 





1s and outs of the law 


xs 


Exchange a is 







USS Ds oie 
( hes TSE oman m a tenta- 


Yo 
- Neither the MoF nor the TSE will 
concede that the proposed reduction 
has been prompted by fears that deregu- 
tion of fixed commissions in London's 
ig Bang" will result in more Japanese 
equities being traded off the Tokyo ex- 
change. But foreign brokers in Tokyo 
say this must be one of the reasons be- 
hind the MoF's deregulation drive. — 
An average London broker's com- 
mission on trades up to £l millión 
(US$1.43 million) would be around 
0.25% — half the fee a Tokyo securities 
house would charge. Foreign investors 
have been able to get a better deal by 
booking Japanese stock purchases out- 
side Japan, usually with a foreign or 
overseas-based Japanese securities- 
company subsidiary selling SEDENS held 
on its own account. — 
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sce radi controls ma be given more bite 


heightened by recent legal proceedings 
against the tribunal. 

On 20 October, Hongkong High 
Court judge Michael Kempster upheld 


| the findings of the tribunal regarding 


business tycoon and chairman of 
Cheung Kong Holdings (CKH), Li Ka- 
shing; three CKH directors, Chow 
Chin-wo, Albert Chow, George Mag- 
nus and former director George Zang: 
and its subsidiary Starpeace 
(REVIEW, 8 May). 

Last April, the tribunal found all 
seven culpable of insider trading to 
varying degrees in 1984, when Star- 
peace sold 55 million shares in Interna- 
tional City Holdings, a CKH associate. 
The seven sought a judicial review to 
quash the tribunal determinations and 
to declare them null and void. They said 
they were disappointed and surprised 
by the result an d would appeal against 
the latest ruling. 


|, CKH, 


By Emily Lau in Hongkong 


T: Hongkong Government may scrap | 
its Insider Trading Tribunal in 
. favour of a market- -policing procedure | 
with “more teeth.” A senior govern-- 
ment official, who asked not to be 
| named, told the REVIEW that one possi- 
bility under examination is a half-way 
house between criminal and civil pro- | 
ceedings. | 
Alternatively, insider-dealing cases | 
can be heard in civil courts, with culpa- | 
ble parties being made to “disgorge | 
their profits" and pay penalties. How- | 
ever, there are no plans to make insider | 
dealing a criminal offence, as is the case | 
in most countries with substantial | 
Stockmarkets, the official said. | 
The governments dissatisfaction | 
with the present system of having public | 
opprobrium as the only sanction against 


companies or individuals which make 
use of information not generally avail- 
able to the stockmarket, 


has been 
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and perennial baline ot pay menti de: 
ficits — this year's surplus will be the 
first substantial surplus ever. 

` Although Seoul had already decided 
to allow the won to rise, the gov- 
. ernment has flatly refused the sudden 
| revaluation which it says the US is call- 
ing for — a fine distinction perhaps, but . 
important on an issue charged with 
domestic political SEDI HD: 


The won and NT dollar respond to market forces 





Lt eX EAR em tiir هلر اس‎ AA ar 4 Pei err یزرو نیمه‎ ۵ Sm 


By Paul Ensor in Seoul 


Ts South Korean won has appreciat- 
ed 1.9% against the US dollar since 
the' end of last year, with most of the 
gain following a much-resented demand 
in early August from Washington that 
Seoul — and Taipei — force up the 
value of their currencias. The US ap- 
proach to Seoul, which came directly 
from the US Treasury without consulta- 
tion with the US Department of State, 
produced a series of stern comments 
from local policymakers who say they 
had already begun to allow their 
ng-depreciating currency to rise in reac- 
ion to the rapidly improving balance-of- 
'ayments position (REVIEW, 14 Aug.). 

The official exchange rate at the end 
Xf July put the currency at Won 885:US$1 ; 
0.05% rise since the end of 1985. Since 
, the currency has risen to Won 
4:US$1. The only other currency 


» Carl! Goldstein writes from Taipei: 
Pushed by Taiwan's burgeoning trade 
„ surplus, the NT dollar has continued to 
*rise against the greenback at a central 
gank-controlled rate of NT$.01 a day. 
By 20 October it had reached 
| NT$36.57:USS$1, its highest level in 
more than five years, and most traders 
REVIEWGRAPH bv ev Hui are expecting it to reach NT$36: USSi 
Kim justified the projection on the | by the end of the year. ۱ re ogy 
basis of the country’s rapidly improving The steady rise of recent weeks c n 
current-account position which, at the | trasted sharply with August, when pub- 
time, was beginning to cause embarrass- | lic pressure from the US Treasury. — 
ingly rapid jumps in the domestic | which is concerned about the growing 
money supply. +, US deficit in trade. with Taiwan..— 
Since June, black- market rates have | helped send the market into a near 
moved from a few points over the offical | panic. Only heavy intervention by the 
rate to as much as Won 5 below rates | Central Bank of China (CBC), involv- 
| 


AEP:‏ مود موی انا INPS Skirt nant dovranno ram AT rptu ei ANS‏ بت ه سم 






The won's m against both 
currencies is expected to continue to the 
end of this year. On 22 July — before 
the US approach — the country's top 
conomic policymaker, Deputy Prime 
inister Kim Mahn Je, projected that 
won would appreciate around 5% 
gainst the greenback over the year. 
One major US bank with heavy com- 
titments in the country is expecting the 
currency to reach Won 850-860:US$1 
by yearend. 


available in the banks. Bans on foreign- | ing US dollar purchases of up to US$100 
million. a day, helped stabilise the mar- 
gust (REVIEW, 4 Sept.) may partly have | ket. Since then, CBC has settled into a 
been aimed at speculation by local com- | routine of waiting until minutes before 


| 

| 

| 

currency borrowing introduced in Au- 
panies hoping to borrow US dollars and | the end of trading each day, and then. 
i 





repay at better won: US-dollar rates. | buyi ag the US dollars — usually about 
Seoul has responded angrily to the | US$50 million — required to keep the 
US approach: speaking in Washington, | market to the daily targeted increase. 
Korea Traders Association chairman This stability is coming at a heavy 
Nam Duck Woo said that in calling for | cost, however. Official foreign-ex- 
revaluations of the South Korean cur- change holdings had ballooned to 
rency, "the US fails to appreciate | US$39.5 billion by 20 October, accord- 
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£758m 
(US$1.1b) 


237 






Earnings trom plantations dead l6 £5 3m from £14.5ma | 
year ago but income from chemicals and industrials grew 7 
| to£14.9mfrom£12m. 


The Commonwealth Bank of Australia was main i : 
to group earnings. Profit increase for the state-owned 
group reflected higher levels of business coupled with slig 
widening of net interest margins. 


31 Ju N2$48.67m -21 NZ5801.15m +7 8c Extraordinary gain amounted 
(US$24.3m) (US$400.6m) (same) | NZ$599,000loss previously. 






(US$22.6m) 









Y 30 June A$286.49m | +22 n.a. 1a | na 
(US$182.8m) 













to NZ2$81.95m. si 









H31 Au ¥20. 64b i 42 ¥114 +76 ¥6 | Parent net profit for full year forecas tat ¥4 16D ۷ /s ¥45. 2 
g. pr y 
(US$133.8m) (US$7 4b) bs (same) | previously, while sales is expected to rise to ¥2.36t from 


E ¥2.25. 
H31 Aug. | ¥1.14b 


Parent company forecast net profit for fall y year at v3b vs E 
۷0 June | Rs63.9m 


¥ 74b and sales at Y 596b vs Y 568. 42b. 
(US$5.0m) * 
H30 June 














¥288.46b 
(US$1.9m) 


et e NE rte a‏ یی ett‏ پیت مر 


Rs 1.65b 
(US$128.9 i 











Profit decline was attributed to increase in material and 
| labour costs. 







TEC 
Company is trying to dispose of loss-making subsidiaries. 

















M32. NN 
(US$1.1 


~M$1,86m +19.8 


(US$710,466) 
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| Balloon at 
half mast 


Hongkong stands firm 
against US pressure 


opprobrium of protectionist: Taiwan 
and South Korea, the pressure for re- 
valuation will not go away while Hong- 
kong’s retained imports from the US are 
only 22% of its domestic exports — 
worth HK$58 billion (US$7.4 billien) 
last year. Much as it might like to seg a 

he US State Department has offi- | stronger currency, the Hongkong Gov- 

cially denied that it is pressuring | ernment keeps insisting that it will noi 
Hongkong to de-link its currency from | change the link. It fears that to do so 
the US dollar in order to achieve an up- | now might invite speculation of a de- 
ward revaluation. It was responding toa | valuation next fime there are politica 









id of August, the 
money supply was 
| 


| 


over the year-earlier fig- By Philip Bowring in Hongkong 


ating strong inflationary pres- 





| شام وج نا‎ E ER | PRN Rrra ول با رود‎ ma ana AAP GRA هه هو و‎ I RRL N ندرج چم‎ 


. The NT dollar's upward movement 
is bound to continue. The underlying 
cause is the rapid growth of Taiwan's 








trade surplus, which totalled US$11 bil-e; statement, by US Under-Secretary of | jitters in Hongkong. In fact, at the tim 
lion through the first three quarters this ! Gommarce. Robert Ortner that the | the link was made, the government 


Hongkong currency, like those of 
South Korea, Taiwan and Singapore, 
was “grossly undervalued.” Those are 
now said to be Ortner's personal views 
and not US policy. But they represent a 
widely held sentiment in Washington — 
in the administration as well as con- 
gress — which is unlikely to abate until 
the US trade gap narrows significantly. 

The sentiment puts Hongkong in the 
embarrassing position, as a supposedly 
apolitical entity, of having to rest its ar- 
gument for maintaining the US link on 
politics not economics. Ortner's claim 
of undervaluation is demonstrably true. 
Last year, for almost the first time in its 
history, Hongkong had a visible trade 
surplus, resulting in a current -account 
surplus estimated at some US$3 billion. 
This year there is likely to be a modest 
merchandise deficif but little will be 
changed. 


year and looks set to reach US$14 bile 
lion over the full year. Despite some re- 
laxation of strict foreign-exchange con- 
trols by CBC in the past year, traders’ 
foreign-currency earnings must still be 
pid largely for local currency, thus pro- 
ding a steady source of selling pres- 
sure on the US dollar on the local forex 
market. 

The NT dollar has long been kept 
undervalued as part of a government 
policy to promote exports. This remains 
true today, despite its 9.5% rise against 
the US dollar — to which it traditionally 
has been loosely pegged — since the 
G-5 meeting of finance ministers in 
September 1985. Since the beginning 
of this year, the NT dollar has risen 
8.2% against the greenback. Some 
economists think a more realistic value 
for the NT is about NT$33:US$1, based 
on an analysis of Taiwan's terms of 
trade, historical domestic inflation The weakness of the US dollar has 
rates, and other factors, though there is | meant that the Hongkong currency is 
virtually no support for such a level | now some 6% below its trade-weighted 
among either economic policymakers or | average in September 1983 when it was 
business interests. Indeed a rapid rise to | first pegged to the US dollar to arrest a 
anything approximating it would be a | precipitous decline brought about by 
disaster for export industries. EB political uncertainty. That decline had 


ruled out devaluation in future, but not 
revaluation. But it now seems to hav 
convinced. itself of the merits of no 
‘change under any circumstances. — 

It also finds itself trapped by its own 
unwillingness in the first instance to link | 
the currency to a trade-weighted basket, 
or the SDR, rather than to one currency, 
on the grounds that this was too compl 
cated for the "man in the street" to undei 
stand. Such a link, which would mak 
economic sense, may still be possible 

- A link to the recently weak US cu 
rency has so far been beneficial in rai: 
ing export volumes. But there is evi 
| dence that Japan, on which Hongkong 
| depends for many of its capital and in- 
termediate goods is, somewhat be- 
latedly, raising prices. Terms of trade, 
which improved dramatically in 1984- 
85, have begun to slip. | P e 
However, there remains one over- 
"wheliming argument — that no om 
wants to voice — in favour of an unde 
valued currency: by ensuring a curren 
account surplus it makes it possible for 
Hongkong to absorb politically gener- 
ated capital outflow on a large scale 
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CTS of fresh Australian investment in a major Philippine mining company 
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„gave the local bourse a shot in the arm in the period to 20 Oct. Most markets in Asia 
recorded gains, with Taiwan touching an all-time record. | 


_antly, the Bnerley stable failed to participate, as 


investors reacted to the group's latest rights issue. 
Property stocks were particularly well bid. Vol- 
ume for the period amounted to 59.96 million 
shares, valued at NZ$128.55 million (US$64.3 
million). = mE | 


e i . 
SINGAPORE: The markee pauses for breath after 
Fraser's Index rose 11.7% in the pre*ious period. | | 
in the most recent period, the index dipped 21.45 || 
points to 5,526.75, but the Straits Times Industrial | | 
Index rose above the psychologically important 
barrier of 900. Hopes of a stimulative budget in 


Malaysia on 24 Oct. lent support to share prices, |. | 


with gains scored among blue chips and second 
liners. Sealion. Hotels, which resumed trading 
after a seven-month suspension, rose 21 S cents 
(10 US cents) to 68 S cents. Turnover was 29.45 
million shares a day, worth S$61.8 million. 


KUALA LUMPUR: Sentiment improved at the be- 
ginning of the period with news that the central 
bank had moved to ease tight liquidity in the bank- 
ing system. Investors' confidence was further 
bolstered bv firm evidence that foreign institu- | 
tions are once again looking at Kuala Lumpur | 
with the news that Sime Darby had placed a large 
block of Consolidated Plantations shares through 
a London broker. Fraser's Industrial Index regis- 
tered steady improvement and finished the period 
120.97 points up at 2,910.85. Average trading 
volume was substantially higher at 11.7 million 
shares a day, valued at M$21.3.million (USS$8.1 
million). | 


SEOUL: Prices fell across the board as the market 
recoiled over the arrest of a member of the na- 
tional assembly for an inflammatory speech. The 
composite index was down 10.59 points, to 
241.74, with average daily volumes dropping by 
255.000 shares to 11.76 million shares. valued at 
Won 12.12 billion (US$13.9 million). All sectors 
suffered, led by insurance, which was off 7.6576, 


and steel. down 7.64%. The steel sector's fall was) | à ico 


largely due to Union Steel, where share values fell 
12.8%. | | 


BOMBAY: The purchase of "fera" (companies 
with foreign-equity holdings) shares by institu- 
tions, led by the Unit Trust of India, pushed the 
BSI Index up by 10.32 points on 15 Oct., but the 
momentum was not sustained and the index 


closed 21.5 points down on the period to 565.27. | | | 


Market sentiment was affected by a sudden stock | 
exchange decision to clamp restrictions on trading - 
in Okray, one of India's leading textile manufac-. 
turers. NS 


BANGKOK: The market rallied sharply in active |. 


trading. Blue chips, such as cement and banks, at- | | 


tracted strong support. Buying sentiment was 


strong throughout the period. The Book Club 


Index gained 5.32 points on the period to finish at - 
160.46. Thai Plastic & Chemical led gainers while 
Phatra Insurance was a major loser. Weekly vol- 
ume amounted to 5.53 million shareg, worth some 
Baht 1.14 billion (US$43.8 million). ۱ 


: MANILA: Mining major Atlas surged ahead soon 
after the company announced it was holding 
-negotiations with Australia's Bond group for an 
investment in the mining company. A few other 
_ mines rose in sympathy, pulling the Manila mining 


"index 209.51 points higher to its closing of | 


2,284.94. On the commercial-industrial board, 
Philippine Long Distance Telephone grossed 
£300 (US$14.70) for the first time on 17 Oct. Oils, 
. which had perked up in the previous two weeks, 
: Jost ground. Overall activity softened as average 
volume turnover for mining fell 47.3% to 660.4 

lion units while value declined 4.5% to P 79.35 

onaday. ۰ ^ - | 


AIPEE The market had a record-smashing time 


it on the period, as the weighted price index | 
broke above the 1,000 mark for the first time in 


the 24-year history of the Taipei bourse. Heavy 
ivity by individual investors also produced the 
the périod — NT$4.52 billion (US$123.5 million). 
. The same day saw the index reach its high of 
1,004.16 before slipping back to 999.31 to end the 
period up 16.5 points from the previous period's 
lose. Cement, plastics and textile counters 
howed the best performances. 


ighest-ever daily average transactions value for 


| NGKONG: The market went into consolida- | 
on after the heady gains of the past two weeks, | 
ich to the relief of many players. The Hang | 


eng Index fell more than 50 points to close the 
period at 2,227.76. Blue chips, including Cheung 
ong. Hongkong Electric and Hongkong Bank, 


| took a beating. Average daily turnover remained | 
< at a hefty HK$1.08 billion (US$138.5 million) for | 


. 234.97 million shares. The market is looking to 
overseas institutions to give it a lift. 


- TOKYO: Institutional investors went on a selling | 


‘f spree for six consecutive days, though many also 
| stood on the sidelines. Volume dropped sharply, 
averaging juss 328.2% million shares a day: over 
the period. The Nikkei Stock Average fell below 
je 17,000-point level, ending the period at 
6,523.37. The value of trades on the day was 


3244.34 billion (US$1.6 billion). Tokkin or spe- | 


cial-trust funds were held back from the market. 
Construction and steel counters were sold, with 


some of them losing 20% of their values. Analysts | 


| gaid profit-takers had turned the market bearish. 


AUSTRALIA: Boom times continued over the 


eriod. Industrial companies led the record- 


breaking run as mining and resource companies | 
floundered on a weak gold price. Some observers | 
said that the market appeared to defy fundamen- | 


tals while others argued that prices of Australian 
stocks were just catching up with those in overseas 
markets. The All Ordinaries Index closed the 
period 22.6 poigts stronger at 1,338.7 on a 50.5- 
| point jump in th? All Industrials Ind@x to 2,119.9. 


NEW ZEALAND: Some profit-tafing early in the 


` period interrupted the course of the latest upward 


| trend. But the profit-taking was limited and was | 


quickly overwhelmed by returnirft bulls. Signific- 
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bilities for initiating sirategies s ford a "major “baits ۱ 
corporation. The program, featuring an internationally 
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guished faculty. consists of four integrated MP RR 

8 Analyzing and formulating a competitive strategy 

8 Designing an effective organization that is cons sistent with its 
strategy ۱ ۱ ۱ 

8 Implementing strategy in the functional areas of the organi 


tion with emphasis on finance, marketing, and manufacturing 
8 Understanding forces external to the organization that bear on 
its strategic direction 


For further information please contact: 
Dr. Victor Tabbush. Associate Dean 
UCLA Graduate School of Management 
Los Angeles, California 90024 
(213) 825-2001 
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RVBisa recognised institution, founded: by the Delft University of Tech- 
nology, and has more than 30 years of experience in management 
development for industrialising countries. 


For further information please write to: 
the Head of the MBA Department, 
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2600 AC Delft — The Netherlands 


General Sales Manager 
| Far Eastem Economic Review 
7th Floor, Centre Point 
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There is also an astonishing number 
of elderly Han women with bound feet. 


The Dongxiang, who number some 


190,000, cultivate wheat, mountain bar- 
ley and potatoes along the steep and 
unyielding mountain-tops of the 
Dongxiang Autonomous County, west 
of Linxia. They are strict Muslims a 
continue to encourage 4n 
marriages for their daughters 
— at the age of 13 or 14. 
Although today their dress 
is indistinguishable from other 
Muslim peoples in the area, 
their language is Mongolian 
mixed with Chinese and Tur- 
kic, reflecting their Mongol 
origins despite their cultural 
assimilation since the Yuan 


dynastv. 
The Muslim Baoan minor- 
ity, who number around 


7,000, migrated from Qinghai 
province in the 19th century 
after conflict with their Tibe- 
tan neighbours. Although 
probably of Mongolian des- 
cent, today they speak and 
write Chinese. Now settled in 
the Jishishan area, west of 
Linxia, they too are indistin- 
guishable from the Huis ex 
cept in certain customs ari 
pastimes such as wrestling” 
and horse racing. They are 
traditionally skilled knife 
makers and the shops of Lin- 
xia Sulla variety of decorative 
examples of their craft. 

The rich Daxia river valley 
links Linxia with Xiahe in the Gannan 
Tibetan Autonomous Prefecture, home 
of the famous  Labrang  monas- 
tery. 

One village in this narrow valley may 
cluster about a mosque or small Muslim 
shrine while the next will be adorned 
with Tibetan prayer flags. Relations 
were not always so peaceful as they ap- 
parently appear today. The handsome 
former headquarters in Linxia of the 
1920s Muslim warlord Ma Buging (now 
the Children's Palace) are a remin- 
der of the frequent fighting between 
warlord Hui forces and villagers 
loyal to the Labrang monastery during 


„the first half of this century. 


— Judy Bonavia 
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for the pilgrimage. Fourteen Linxia res- 
idents did so this year. 
Hochow — as Linxia used to be call- 


ed — was considered the Mecca of 
China, and Muslims from other parts of 


China made pilgrimages to the town, 
which was famed for its religious 
scholarship. In the 19fh century, dis- 
putes between the various schools of Is- 
lamic thought, the Old Teaching (or si- 
lent recollection of God) and the New 
Teaching (a vocal recollectign) caused 
unrest and violence. 

The Huis, descendants ef Persian 
and Arab traders who settled iff Chin£, 
are astute businessmen, and an old 
aphorism “A Tibetan can eat [outsmart] 
a Mongol, a Chinese can eat a Tibetan, 
but a Hui can eat them all” seems still 
applicable. Apart from running restau- 


rants and teahouses they engage in sell- 


Muslim woman in jeans and cowl. 





ing locally made carpets, Tibetan reli- 
gious objects, animal furs and skins, 
antiques and jewellery, large pieces of 
coral and turquoise, and silver for 
minority tastes. The men all wear Mus- 
lim caps and sport beards and mous- 
taches. Particularly popular are huge 
crystal-lensed sunglasses with elaborate 
gold or white brass fittings. These can 
cost as much as Rmb 350. 


M ost Muslim women wear a cowl- 
like head-covering — green for un- 
married, black for married and white 
for older women. It is a conservative so- 
ciety, and only this summer have Han girls 
dared to venture on to the streets of Lin- 
xia in skirts without being scoffed at. 








: e 30th anniversary of the founding 
of the Linxia Hui Autonomous Pre- 
fecture in South Gansu province, was 
held in early September, when a two- 
day public holiday was declared. The 
city's population of 70,000 swelled as 
varfous minority people — Dongxing, 
Baoan, Hui (Chinese Muslims) and 
Tibetan — crowded in from the coun- 
tryside for the procession and entertain- 
ment. 

Apart from  hangsome dragon 
dances, parasol-spinning stilt walkers 
and operatic troupes, the procession 
featured delegations and floats from 
various government departments — in- 
cluding the tax office, public health and 
military. The emphasis was on technol- 
ogy, education and birth control. The 
crowds were exuberant and the police 
tried desperately to maintain public 
order by linking arms, flaying heads 
with red flags and batons and — as 
a final resort — riding their side-car 
motorcycles into the mob of sight- 
seers. 

Linxia was bedecked for the occa- 
sion with bright lanterns. Shop fronts 
had been given a coat of orange 
paint. 

The more prudent visitors took re- 
fuge in the numerous teashops, sipping 
tea seasoned with dried “dragon's eye" 
fruit and highly sweetened with lumps 
of rock sugar, or drinking a local yellow 
wine brewed from millet and served hot 
in bowls. 

The Hui Autonomous Prefecture in- 
cludes the seven counties of Lin- 
xia, Yongjing, Hezheng, Dongxiang, 
Kangle, Guanghe and Jijishan, geo- 
graphically encompassing the south- 
western edge of the Yellow River's loess 
mountain region. 

The river valleys are rich with fruit, 
wheat and vegetables, but for the hill 
villagers their agricultural labours pro- 
duce little «gore than a subsistence 
level supplemented by small flocks of 
sheep so many of the menfolk work on 
construction projects elsewhere. It is 
said that there are as many as 2,000 
mosques and Islamic shrines in the pre- 
fecture. 

Linxia, the prefectural seat, has seen 


a degree of prospe[ity in recent years, 


for as one resident pointed out, most 
of the citys main roads are now 
paved. 

The skyline is dominated by the 
minarets and cupolas of its 20-odd 
mosques, and everywhere more are 
under construction — many of them with 
seminaries, where young men study to 
become imams, The money for the con- 
struction of the mosques comes*from 
the faithful. Islam reached this earea 
around 1,300 years ago, via the Did Silk 
Road. Those who can afford to make 
the haj to Mecca will spend between 
Rmb 7,000 (US$1,892) and RmB 10,000 
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